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Better Than We Think 


today to regard the 


| i fashionable 

world as « xperiencing a moral crisis and 
uture of mankind as dark. 
ish novelist has written 
the West are all sick 
ting under the impact 

hnology An 
th ologian has 
health in the whole of 
zation that cannot 
yf order from which to 
disorder.” A distin- 
philosopher has de- 
have 


emi- 
said 


once 


nd moral ideas 
1 in religion. But 
ide ils has been 

ture of 
It would 


ath of our 


. ; 
superstru 


on- 

genera: 

Two world wars within 
to mean that men 
their problems 


have 


ilosophies which 
to mean 
the idea of the 
Ll: the 


seems 


" 

than 
of thousands 
that 


CAR 


by more 


rds of right 
tivity and 
irds in other 
lacks 


prov ide 


ever, is the record of the last generation 
or two. In the United States at least, and 
in most countries of Western Europe, this 
record is truly impressive and stamps the 
twentieth century as an age of remarkable 
moral progress This statement will strike 
as surprising, but the recent 

uccomplishments of Western civilization, 
articularly in the United States, indicate 
rr ep and widespread concern for human 


well-being 


many persons 


and a growing capacity on the 


vart of the deal with its 


i : 1 
problems. 
Let us conside 


which 


nunity to 


r a few of the important 


our country has made 
ress in recent times. 
is showing 
than ever before about what ts going 
and is kee p track of what is hap- 


close ah than ever before—a 


areas 1n 
moral prog 


The community more con- 


pening more 
ern of men with the gen- 
One manifestation of the 


ommu 


sign of the con 
eral welfare 


interest of the nity in the condi- 


tions under which its members live and 
lo al. 


work is the large output 


and nation il laws 


state, 


ant manifestation of the 
ommunity gen- 
the colle tion and dis- 

Never before has 
month to 


A more signif 
oncern of the with the 
eral welfare 
semination 
a ommunit ept rack from 


month tron week 


people are born; 
what causes; 
h is being 
people are at 
and how 
much 
from what 


how many die and fron 

how many\ ire k how 

how many 

ee 

people pay: how 
, 

ve and 


how many 
what prices 


thev owe: what they 
These elaborate attempts 


about 





what is happening mean that the com- 
munity is concerned with how its mem- 
bers are faring and with the conditions 
under which they live. 

Great progress is being made in creat- 
ing Opportunities for individuals. Some 
of the increase in opportunities has been 
unplanned; it has been the result of tech- 
nological progress and of the rise in per 
capita incomes. These two causes explain 
why, for example, the number of jobs has 
been growing faster than the population, 
and in particular why the number of pro- 


fessional and technical jobs has been 


growing several times faster than the total 


number of jobs. Much of the growth in 
opportunity, however, has been planned; 
it has been a result of acceptance of the 
idea that the abundance of opportunity 
should not be left to chance. 

Few periods in the world’s history have 
made more rapid progress than the last 50 
or 60 years in breaking down the eco- 
nomic barriers to Back in 
1890, for example, only one out of 14 
hildren between 14 and 17 years of age 
was in school; by 1945, however, the pro- 
portion had grown to four out of five 
The number of high school graduates has 
been increasing since 1890 about 13 times 
as fast as the population, and the number 
of college graduates six times as fast. The 
removal of racial and religious barriers 
to employment has been planned, and has 

a new form. Previous pe riods had 
seen the removal of legal disabilities; the 
has seen an attack on a less 
discrim- 


educ ation. 


present age 
tractable kind of discrimination 
ination embodied in hiring practices. 
The community today is showing more 
terest in the welfare of its needy mem- 
ers than in any previous pt riod. Today 
ountry has over 9,000 employer- 
initiated pension plans, many plans nego- 
tiated by unions, a scheme of Federal old- 
covers about three 
a system of un- 
whi h 
seven workers out of ten. In addi- 
tion, the country has a program of publi 
onder which hundreds of millions 
ire disbursed every year, and 


which 
rs out of five, and 


yen sions 


nt compensation covers 


welfare 
of dollars 
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it has many thousands of private sick- 
benefit plans. Payments on the basis of 
need now run at the rate of about $12 
billion a year and represent over six per 
cent of all personal incomes. 

The community has greatly extended 
the area of civil rights, introducing civil 
rights into the internal operations of busi- 
ness enterprises where they had not pre- 
viously existed. This great accomplish- 
ment is immediately the result of the rise 
of trade-unionism and the spread of col- 
lective bargaining, but the growth of the 
trade union movement has been greatly 
aided by public policies. The most vital 
aspect of collective bargaining is the 
framework of rules which are formulated 
in negotiations and which both men and 
managers must observe. These rules mean 
that decisions of management may be 
challenged by employees and that man- 
agement may be compelled to rescind cer- 
tain decisions which violate the rights of 
employees. In other words, at the very 
time that some governments have been 
going to great extremes in asserting the 
claims of government against the individ- 
ual, the United States has been helping 
millions of individuals to acquire impor- 
tant new rights 

The remarkable moral 
Western civilization in the twentieth cen- 
tury justifies the prediction that history 
will not regard the Western countries as 
sick and as disintegating under the im- 
pact of technology. On the contrary, his- 
one of the 


progress of 


will consider our era 
world’s great ages. Historians will regard 
present Western remarkably 
' robust, and dynamic 

The present age has made an unprece- 
dented effort to translate ideas about the 
good life into reality—to give men the 
opportunity to live the good life here and 
now, and to bring this opportunity to 
Other ages have 


tory 


socic ties as 


worous, 


of small means 
produced inspiring discussions of the na 
ture of the good life, but the people of 
the twentieth century have not been satis- 
fied with reflections and discussions. They 
have insisted that the educational oppor- 


tunities of men of all classes be enlarged, 


t | 
peop 
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Management at the Crossroads 
By FRED RUDGE 
Fred Rudge, Inc. 
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meaningful to him. These factors 


all part of the good life to which he 


In the early years of industry's growth 


pg 
ould return 


many workers when laid off 
home to the 


farm and there mat 


least a subsistence. Now, however. 
ization and the lack of new frontiers have 
immobilized the 


industrial worker. In 


addition, the rise in the cost of living 
over th past de ade has made virtually 
every existing welfare plan hopelessly in 

ate And there are old people. 


14 per cent of our population 


more 
years of older, with a life ex- 
of another decade 


reasing popularity of 


too, the in 
hospital insurance plans is broad 
fact that 


pl S knowledge of the 
be provided ror 


\ expenses an 
nce through small 
ts. This is leading to a 
ben« nts The 
} 


groups directing more 


er-widening nions 
ng thos« 


ention 


] 
( ourt age 
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ulsory for companies to negotiate 
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tremendous Side by 


of industry from 
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aDdout 5, Ul OMpPanics 
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6,900 000 work rs 


employ 
ompare 
1949 


with a similar 


es offered 


veces 1n 


howe’ 
from mpan to con 
side may be two 


nies—one with a comprehensive 
another with few or no 
mploye Ss¢ rity Natur 


have 


ire program 
I 

SIONS or ¢ 

enough the 


treatment 


nots’ want the 


their friends and neigh 


tting—and will turn to what 
promises it to them 

gements have tried sincerely 
idded security for their em- 


li Yet 


KCC] ing. quict 


through an 
about 
s and their actions, they have put 
holding back, 

best in- 

even me ses in 
totally inawart of 
their secur- 
they haven't been 


thee , ind er- 
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Most significant is management's fail- 


ure to win credit in another area. Manage- 
ment has failed to build understanding 
of our business system and how it operates 
in the interests of both labor and capital. 


strides in 


Forwa welfare cannot be 
made on good intentions alone, but mil- 
lions don't seem to have grasped the fact. 
They that ‘““we can all work less 
and They that 
there is no such thing as a free lunch 
They don’t realize that added security for 


millions of 


believe 


have more don't know 


people depends on the where 
withal to do the job 

Private capitalism may not have devel 
oped all the answers to a full, secure life, 
but there is no denying the fact that it 
has provided more opportunity 
better standard of living than any other 
Unfortunately 
isually hears only 


and a 


economy in world history 
the ind str il worker 
the failings of private 


under tant pressure 


capitalism. He js 
to trade in wl 
and 


eve that the fruits and 
esent 


iat 
for something else, he is 
divi 
continu 


Meanwhil« 


few notable 


system can 
economy 
nent, with 
This isn’t my problen 
currently going 
ling-off pe riod. Certain cor 


inesses are 


ive been temporarily satis 
ines almost empty since the 
filled: hen 


fields of a 


wars nd now sales art 
down a im some tivity em 
en laid off These art 

ist provide for their fam 

thoro ighly sold on 

based on freedom 

idm tted and 
will be me prey to 
ranks are 
the malcontents 

id the ele 


S them 


W he Se 


company should devote time and some of 
its best brains to maintaining and strength- 
ening that economic structure through 
building understanding, and through 
offering constructive leadership. There is 
no question in my mind that millions of 
our workers are going to demand not 
only financial security, but also manage- 
ments they believe in and jobs they can 
leave at night with satisfaction, to return 
in the mornings with interest and en- 
thusiasm. 

First, management must provide within 
the company itself a practical, workable 
maximum of the things that contribute to 
employee security and job satisfaction 
Management cannot wait until it is forced, 
before doing the best it can on its own 
Second, management must promote within 
the company’s plant communities privately 
sponsored activities that provide greater 

irity and potentially increased eco 
nomic development. There are literally 
hundreds of ways in which the talents of 
management can be used to advance our 
communities politically, morally, spiritu 
ally, and economically. Third, 
nent work for those things which 
make the private business system pay off 
for employee, stockholder, and consumer 
like 

Most of all, 


must face the problem of communication 


manage 


must 


important management 
In order to find out the areas of strength 
lanagement 
what its workers know 
system. What do they 
On 


any can map out a long 


and the areas of weakness, n 


nust determine 
t our economi 


and dislike about it and why? 


a com! 
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whole and 
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The industrial worker United 
States currently enjoys considerable secur 
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ingly high standard of living. Will he 
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the 


advance 
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SOc ial order ? 
American management. 
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Getting Acquainted with the Community 


algae ee whether individual or 
wa ct r} oration, wants a good reputation 
in his | 


re} tation has to b 


10 town and recognizes that such 

1. The 
company to its 
work. 


funda 
responsibility of a 
is to provide as steady 
as possibl. If a company 

its operations, the 

unity prospers with it. Conversely, 
y falls 
suffers with it 


ity good will 


pon hard times, the 
And commun 
toward a company all but 


with un 
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1 
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( ploy ed here are the 
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They 
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good ne ivhbor 
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no direct association 
is the thinking 


es to this view- 


sets forth 
relations 


El tri 


the objectives ol 


General Company 
ts community 


work as follows 


(1) To be a good local business 
known ; u 2 To 

rporate zen 
To know 
To show 

nf the kin ] 

provide significance 

yperations nunity 

nation 
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Many firms have been carrying on com 
munity relations activities for years with 
out any formal organization for that 
An essential for the suc of 
formal 


pose. 
informal 
gram, is the vital interest of top manage 


growing 


program, ofr of a 
ment. In recent years, however 


recognition of the importance of com- 
munity good will has led many companies 
to provide a definite place for community 
relations in their organizations. When the 
is centralized, it is most com- 
included as a function of either 


relations or the industrial rela- 


function 
menly 
the public 
tions department When companies have 
, 


communities, the 


pli a number of 
central public relations departm« nt may 


re la 


ints in 


formulate the plans for community 
tions and act in an advisory capacity to 
the plant managers who are directly re- 
sponsible for community relations 

Those companies which think of com 


I 
nity relations primarily as an extension 


I 
of industrial relations naturally reflect this 


At York 


tor oft 


viewpoint in their organizations 


Corporation, for example, the dire 
ations and community reé 
tly to the manager of 


lations reports lire 
relations. At Bethlehem Steel 
nresident of in 


ther ice | 
The 
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ports to 


employee publi 

l»+ 

industrial 

Cor pany 

strial 

oO! com 
Anything re 
’ 


irs thro 


} man 
I 
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Company, at Fort Wayne, keeps 

h with the community by trying at 

es to supply speakers, movies, and 

gram assistance to various lunch- 

7 Minnesota and On- con clubs and school and church organ- 

tr Company employed Opinion — 1 Is in its community 

Corporation to find out what the ew things create a more neighborly 
al Falls, Minn., friendly feeling than an invitation to visit 

} A survey by Opinion Research 
in several cities showed that 


‘ 


interviewers called 1 a large nearly three-fourths of the people ques- 
ion of the com: ity and asked ne uid they would like to visit their 
stions The retur 
not onl; the 
but also th 
ition. One 


Mando 


ind other 


‘ an to I ake open 
for the family and welcome 
ill ages. In this event, some 
specially for children are in 
plans. At the 1948 open 
Erie Works of General Elec- 
small boys took great ple 
ng a locomotive whistle, and 
n house at Schenectady the most 
ure with the younger set was 
lisplay Ther 


nie lor 


| 
CIOW! 


Mach 


] ) 
rowd. Pitney 


T E’¢ 


S hool 
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above the sev grad ¢ asked to the mally presented by the local plant man- 

Thor 1pso ave 
followit g their visit a f From Community Relations: Getting 
school in t iréa assigned, as an essa 1cquainted VN the Community. Policy- 
topic, t subje the oper holders Service Bureau, Metropolitan Life 
When t issignment can t Insurance Company, New York, 44 pages 
ittentior red pr (Issued to Metropolitan group policy- 
holders; limited supply available to fill 


requests of other executives. ) 


Getting Maximum Results from Management 
Consulting Services 


ated economy of today, sional standards will help through frank 


ynsultants are both need discussions of their past experience and 
The management that the qualifications of their personnel 
se them effectively has Friends in industry who have employed 
nost efhicient and eco consultants, a banker, or ACME, which 
inforcing its own per- has an extensive file of data on consulting 
porary basis, to enable it firms and offers its impartial services, arc 
special problems and carry alternative sources. If full confidence 
that require between client and consultant is estab- 
lished at the start, a maior obstacle to 
success has been removed 

itant ims up There should be a complete neeting of 
embers of | minds before actual work begins as to the 
feel the scope and objectives of the assignment 
nt relations  b ing given the consultant. It is of prime 
al need for importance that the consultant and the 
desire on the lient agree as to objectives, problems, 
to make and needs that are to concern the con- 
plan to iltant. Full discussion at this stage lays 
it’s responsi- the foundation for really constructive 
ipproach a client service by the consultant. Most consultants 
of what is best insist that the best method is to describe 
nd solving the assignment in writing and have the 
written des ription, or the specifications, 

pted by the client 
will usually tell the 
nt exactly what is expec- 
1 Organization; items 
time of the client's 
needed, how much 
1 will be expected to 
work, and what work- 

pertor " \ } col ltant ng tac n onsultant will need 

All available s hould be used t peration between client and 


mak suf that t ynsultant | i ; nsuitat is essential at ill stages ol the 


the right « ims t} ugh 1 re x e assignment, and particu- 


122 The Management Review 








aS ; m 

irly when work is just getting under way. 
This 
ae ae : 
lends in accomplishments on the basis of 
ituality of efforts and understanding. 


First, the 


cooperation frequently pays real divi- 


consultant should be prompt- 


introduced to all the people with whom 
he is going to work. They should be in- 


as to why he is there and what 
is planning to do. Employees should 
that information given the 


confidential and that he should 


con- 
information he requests 


t 
1d department managers should 
ged to give full ooperation to the 
ltant, thereby insuring that the con- 

will get all the facts and view- 
that should be taken into con 


Consultant and client should work 
losely together during the whol« period 
onsultant’s this way 

sults can be secured, and false 


effort will be 


service. In 


eS 


re 
and lost time and 
' 


d. Frequently access to top manage 
needed 

1 be obtained only 
and careful con- 


results cat 
nagement’s full 
of the consultant's findings and 
lations, and of the 
offe red 
their fin 
management be- 


problems 
Most 
} 


lings 


con- 


and 


solutions 
I] discuss 
ndations with 
uring and presenting formal re- 
Such discussion is exceedingly 
and consultant. 


findings and recommendations are 


to both client 


d, the client can get the most 

by considering each one indi- 
is well as considering all of them 
for example, the client 


whole. I 
method of 


a recommended 
asting 1s not practical or work- 


able in his organization, he should reject 
neither the recommendation nor the re- 
port as a whole. Discussion with the con- 
sultant of possible alternatives may bring 
a solution more nearly meeting the client's 
requirements than either the plan in use 
or the one proposed, and one that can be 


with the other 


recommendations. 


t is equally important that the client 


integrated consultant's 


understand thoroughly and exa tly what 


Ww i consultant recom- 


istallations the 

s. Careful consideration and plan 
g before installation begins will pre- 
vent later misunderstanding. At the same 
agreement between client 
should be reached as to 
to the consultant's 
installation, 


nend 


time,. a clear 
onsultant 
client's and as 
responsibilities for (a) actual 
including all transition procedures and 
work, and (b) operation of the new in- 
stallation, and training of the client's per- 
sonnel in the new procedure 5 
The importance of care in 
selection of a consulting firm and mutual 
and client 


the original 


onfidence between consultant 
is underscored in determining the fee to 
be paid. Consultants seldom work on a 
flat-fec nature of 
consulting work. However, careful guid- 


made and 


basis because of the 
ance estimates of costs can be 
are submitted by reputable firms. These 
will be based on an estimated time for the 
work, an estimate of the number of per- 
sons of various grades who will b« need- 
ed, and the consultant's past experience 
with the type of work involved. Again it 
should be stressed that the guarantee of a 
fee well earned is the reliability of the 
onsulting firm that the client chooses. 
ACME Reporter (Association of 
Consulting Management Engineers, Inc. ), 


January, 1950, p. 1:2. 





@ IMPROVEMENTS AND EXPERIMENTS must be made constantly if a business is 


Once 
six months, an 


stagnat company president 


nproved 


“Improvement Report,” 
1 methods and techniques introduced in the period. The plan 
rages managers to do more thinking about prog- 


know requires all management men to 
the purpose of which is to list 


of being content to stand still. As Bill Holler used to tell his Chevrolet 


We have to run fast these 
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days to stay where we are.’ 


—Armerican Business 9/49 





Your Vitality Cycle 


it will 


nt job to do early 


but you I] get 


AMA Periodicals to Be Available in Microfilm Editions 


nt with Univer 
of AMA's 
NT NEWS 


is that of 
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Alcoholism is a Problem for Management 


O' all American workers, 3 per cent 
are inebriates. Close to a million and 
regularly 
are Or soon will he 


i nalt persons 


siness and industry 


employed in 


sickness 
by an intense, insatiable, 
alcohol. They 


drink not because of love for liquor, en 


ttering trom alcoholism—a 


ra terized 
1 chronic craving for 

taste, or pleasure in the 
produces: they do compul 


Like 


Ic, OF the Psy 


the cancer victim, the dia 


hotic individual, the 
conduc I his sickness 
yutside aid 


a oholics are Scat 


oholi annot 

ilone; he must ha 

eal or potential 

1 ughout all occupational 

The butcher, the 

and the loftiest 

alcoholics. The malady does not 

spect its victim’s race, religion, training, 
social status or upbringi ig. Nor does 

another com- 


le VC ls 
baker, the lowliest 


executive may 


show partiality to one or 
pany 

The precise d lollars-and-cents toll paid 
by industry and person- 
nel does not for obvious re asons lend itself 
treatment, but certain facts 
and figures are available. The National 
Safety estimates the inebriate’s 
ontribution to preventable accidents to 
be some $120 tee yee annually. A survey 
by the Yale School of Alcoholic Studies 
revealed that in ty over 1,370,000 in- 
ebriates were employed in industrial pur- 
These men lost on an average of 22 
days yearly because of acute in- 
toxication; were absent due to sickness on 
an average of two days more than their 
normal co-workers. In the survey year, 
alcoholism was directly responsible for the 
2,400,000 working days. The 
showed 1,500 fatal accidents 
370,000 alcoholics counted 
double the normal ate. 
These men also responsible for 
390,000 work injuries. Dollar estimates 
annual loss to industry seem to run 
a billion dollars. 
‘pical alcoholic 


in lost efficiency 
to statistical 


Council 


suits 
working 


loss of 3 
same study 
among the 1, 

more than 


were 


of the 
iround half 
The saga of the t 


falls 
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into 
still young, he 
and rather frequently. His 
suffer imperceptibly becaus« of 
work, and 
many cocktails at 
and in the 


a somewhat uniform pattern W hile 
drink heavily 
work may 


begins to 


fatigue, 
he may be late for may on 
yccasion have a few too 
lunch, but he is a good worker 


course of time s promoted to more re- 


sponsible 


| sections 


After two or three years of heavy drink- 
phones the job with increasing 
bad head cold or 

tardiness or ab 


ing, he 
frequency to report a 
other 
sence. However, he has 
sponsible job and has more or 
less entrenched in the company. His ab 
and his outbursts of 
irritability and surliness are overlooked or 


some excuse [of 
assumed a re- 
become 
sences are forgiven 
excused 

The process continues relentlessly. In 
five years he has graduated to morning 
lrinking. For a ‘‘pick-up’’ he may keep a 
bottle on the job. Since alcohol is a 
sedative in a class with ether, his reactions 
are slowed and he gradually 
ability to make rapid appraisals of 
ation and to act promptly or correctly. 
His work suffers, yet he can usually cover 
up or bluff his way through for a few 


loses the 
a Situ- 


years 

The large majority of alcoholics can be 
rehabilitated, and the tremendous cost to 
American enterprise can be reduced close 
to the vanishing point, provided modern 
knowledge of this sickness is utilized to 
the full. Yet pitifully little is being done 
at the industrial level; and if industry has 
been remiss, society has been many times 
more so. The medical profession for more 
than a century has recognized alcoholism 
yet today few hospitals will 

mit alcoholics, and most of these are 
not equipped to care for such patients. 
Public care of alcoholics is entrusted to 
the police rather than to public health 
officials. The fact that two-thirds of the 

untry’s county jails are populated by 
sad evidence of a serious 
societal failing. 


more 


as a sickness; 


al Icoholi 5; 4S 





susiness has been blissfully 

problem, its scope or true 
been recent 
For example, Con- 
of New York 
ly that it 


lity and hence a cause 


t there have 
npany 
P 


considers 


with pension. The same 
viewpoint has motivated E. | 
nours in 

| 


ror 


its program 


ism, started in 1943 


I 


{ + 


| 
alcohol: $s among its 


litates their rehabilitation 
m to Alcoholics Anony- 


physically handicapped work- 
ned alcoholic feels a debt of 
This feeling 
effici- 
is experienced a drastic 

nd is fully aware of 


ind shortcomings, he 


to his employer 
! 


him to work at maximum 


] , 
his fellow worker, is 
sensitive, is a far 


en an alcoholic stops 


“he 


reports 


mene 


sence and 
| 
loose At 


hapt 


umorpho ; 


i f always 
This they 


ol ¢ 
xpiains 


openly 

nd it « why this 
tes with others that are a 

eld of alcoholism. Chief 

the sé Yale Plan. developed 
Yale University Laboratory of Ap 

Physiology Here al oholism is ap- 

ly from the medical and 


is the 


anh 
, 


psy hiatric { 


the 
sociological viewpoin 
tensive research facilities and publicize 


its findings through a 


cians, lawyers, cle rgymen, personnel man- 


points of view, but also from 


} 
nd 
iG 


legal, physiological, at 
joints. The Plan has ex- 


historical, 


es 
scholarly journal 
other means There 

School on Alcohol: 


iS also the 
Studies 


physi- 


by 


il enrollment of 200 


n 


ials. teachers, and 


Lit 


offi 
also two Yale int 


co for treatment and 


agers, pt y| 


There 


alcoholics 


are 


re indicat yat for $25,000 
Experien e here ina ates th: 


nity 


1 
concern(or several 


' 
ooperatively ) 


a comm or a larg¢ 
smaller concerns Of ; 
in establish a similar clinic, where alco- 
may be rehabilitate 1 at a : 

per patien Ot 


imitted to the 


cost of 


I ’ 
holt S ms 


from $90 to $140 


1,100 persons ac 
| than 


date, more 


ired 
The Yale Pla 
tion of th 


bring to the attent: 
riot of the alcoholic 


to their 


much to 
the s¢ 
Due in large measure 

} rislatior 
several states enacted legislation 
funds for the study and treat- 
of alcoholics in 1949. The medical 
taken steps to open hospt- 


nation 
problem 
efforts, 
to provide 
profession has ps 

and mental institutions to 

ted with this ailment, and consider- 
in industry. 


persons 


progress is being made 


i 4 : " 
precise extent of this progress, how- 
in far too many instances not 


er of publi re ord ugh meas 


al oholism reasingty 


against 
; } y if 
poo ava 


! i 


block 


ing taken by ind 
¢ 
pid progress 


ent that the 


ost of alcoholism is to be reduced at th 

l, re-edu of both labor 
For this 
AA, the 


iio8n 


ation 
nt is essential 

tabi a 

material available from 


mmitteé Edu 


. 1 
es should Dé 


on 


nda other sot 


1] 


1 to all company employees 


jucational 
forms d nal 
1 } 
should 
newspapers 
| 


ise natur f tl ) m in the indt 


the pre 


1 Nex 
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vidual concern by means of a survey. On 
the basis of the findings, positive meas- 
ures can be programmed. The most 
effective means for rehabilitating the 
alcoholic is through the clinic, in which 
physicians, psychiatrists, and other trained 
specialists work cooperatively on each 
patient. Private enterprise should support 
local alcoholic clinics and aid in the 
establishment of new ones. 

Disregarding for the moment senti- 
mental and humanitarian considerations, 
the rehabilitation of the alcoholic is an 


economic necessity. The precision ma- 
chinery of private enterprise operates most 
efficiently when manned by healthy, alert 
workers. Insuring such a labor supply is 
of direct interest to management. The 
means for solving the problem of alco- 
holism are available. Their cost is mod- 
erate. The returns of such an undertak- 
ing are well worth the time and energy 
invested. 

By BENJAMIN MELNITSKY. 
Office, December, 1949, p. 7:11. 


The 





WUDHU NLS a emneone Atv UU EEN eNGMNe EEL ONGMUEMNNUERAANANAAEDUUaRAA ASTOR EEL RENNGaaEL seNTvaHHEN 


OFFICs MANAGEMENT 





W LUMA AN Hitt HLL 


How to Improve Your Correspondence 


T IS quite generally conceded that 

business correspondence as a whole, 
the kind that results from just “doin’ 
what comes naturally” without any train- 
ing, is inferior. For that reason, many 
companies have set up correspondence 
improvement programs. 

The company with which I am associ- 
ated, The Standard Register Company, 
Dayton, Ohio, has inaugurated such a 
program—the objectives of which are as 
follows: 

1. To produce high-quality letters that 
will serve as creditable representatives of 
our company—letters that will build busi- 
ness and promote good will. 

2. To produce these letters with a mini- 
mum of effort on the part of those involved. 

3. To produce these letters at the lowest 
possible cost. This does not mean using 
cheap letterheads, having fast inaccurate 
typists, using preprinted form letters when 
individually dictated ones are desirable, or 
shortening letters to the point of curtness 
Some of the glaring weaknesses in the 

letters being sent out by Standard’s letter 
writers prior to the inception of the train- 
ing program were: 


1. Lack of standardization of make-up. 
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Though pure block form with open 
punctuation was the model used by the 
centralized transcribing department, the 
secretaries’ and stenographers’ letters var- 
ied in form. 

2. Improper placement on the letter- 
head. Out of 2,500 outgoing letters se- 
lected at random, approximately one-half 
were too high or too low, or the margins 
were uneven. 

3. Mistakes in grammar, spelling, and 
punctuation. In the 2,500 letters ana- 
lyzed, there were 80 misspelled words, 
and 300 serious mistakes in grammar or 
sentence structure. One of the most com- 
mon was lack of agreement of the verb 
with the subject, such as, ‘Enclosed is 
the invoices requested.” Other particu- 
larly frequent errors were “leave” for 
“let,” “don’t” for “doesn’t,” “myself” 
for “I’’ or “me,” and ‘“‘who”’ for ““whom’’ 
or vice versa. No attempt was made to 
record the mistakes in punctuation, but 
they were numerous. 

4. Delays in answers or follow-ups. 
Some letters were not answered for a 
month or so after receipt. A letter dated 
October 29 began: “By this letter we 


127 





by written ¢ 


: 
which answe 
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assignments outside of classroom periods, 
and occasionally to do some written work. 

It is difficult to get correspondents to 
discard whiskered expressions and to 
write in a conversational manner. I often 
say something like this: 

Now Bob, if your wife had asked you this 
morning to bring home a loaf of bread this 
afternoon, and you later had to telephone 
that you couldn't, you wouldn't say, “As 
per your request of this morning, please b« 
advised that the speaker will not be able to 
pick up the loaf of bread as he must re 
main overtime at the office. Regretting in 
ability to do same and hoping that said 
action meets with your approval, I remain 


Bob gets the idea. 

It is also difficult to get 
spondents to use pleasant expressions such 
as, “We are happy,’ and ‘It is a pleas- 
ure, because they feel they might sound 
insincere (and we do preach sincerity!) 
On the other hand, every once in a while 
someone will go haywire and write some 
thing like “We are glad to cancel your 
order’’—which always makes me think of 
a credit manager in Dayton who tele 
graphed delinquents: “Must have check 
by December 30 or will sue. Merry Christ 
mas.” One customer wired back, “Go 
ahead and suc. Happy New Year. 


some corre 


Some of our letter-writing economies 
are: 

1. Use of electric typewriters equipped 
with pinfeed platens in the transcribing 
department and in a few other depart 
ments, to assure faster typing.* 

2. Use of marginally punched continu 
carbon, 
have to 

bef or¢ 


letterheads with interleaved 
so that the transcriber does not 
stuff carbons and paper 
beginning to type a letter 

3. Standardized side margins of 11% 
for all letters, regardless of length, typed 
in the transcribing department. This pra 
tice permits the transcriber to type con 
tinually without changing margins. Differ 


ous 


insert 


” 


ences in length are compensated for by 
varying the number of spaces between the 
parts of the letter. 

i. Elimination of the  Atten- 
before an attention notation; “‘Sub- 
before a subject line; and ‘PS.’ 
because 


word 
t10on, 
ject, 
before a postscript 
the notations identify themselves. 

5. Placing an asterisk in the right 
hand margin opposite the line in the 
body of a letter in which an enclosure 1s 
mentioned, as well as an asterisk plus 

Enc.’ at the end of the letter to indicate 
an enclosure. Though this practice re- 
quires a few extra seconds in typing time, 
it assures the actual enclosing of all ma- 
terial mentioned; therefore, it may prevent 
an extra letter on the part of the recipient 
as well as another in our company. 

6. Use of window envelopes for gene- 
ral correspondence (not executive or that 
of a confidential or personal nature ). 
rather 


unnecessary 


Use of handwritten notes 
than typed ones for brief messages sent 
within the office or to the field. We have 
several special forms for this purpose, 
some of which have a number of pre- 
printed items to be checked. 

8. Use of form letters whenever prac 
ticable. The means of processing is de- 
pendent upon the nature of the message 

In setting up a correspondence training 
program, it 1s important that it be tailored 
to the needs of the individual organiza- 
tion. The preferred methods of one firm 
may not be the same as those of another 
But any type ol correspondence program 
is worth while if it results in improvement 
in the quality of letters, less effort on the 
part of those involved and less expense 
for the production. 

From an address by Sybil Lee Gilmore 
before the American Business Writing 
Association (published in The Journal 
»f Business Education, Se ptember, 1949, 


p 1 ord PF 


>. - — 


@ SOME FIRMS have encouraged qualified executives and department heads to secure 


temporary school credentials through the local school authorities 


occupational subjects one or two nights a week can be 


service 


‘ 


Pe é \e 


March, 1950 





Teaching worthwhik 


a very productive ommeunity 


in this age of curiosity about what makes business tick 
(California Personnel Management 


wiation) 





Don't Fancy Up Your Writing 


In Defense of the Office Mule 
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Putting the Business Form Together 


onto years ago I discovered with some 
surprise that Micky Mouse had only 
four fingers on cach hand. In all the 
years that I had followed his fantastic ad 
ventures and antics on screen and in 
newspapers, I had not realized that 
Mickey Mouse was an exhibit for man 
igement 

The reason says Walt Disney 1S 
hat the time and energy spent in drawing 
tour tingers rather than five result in the 
savings of thousands of dollars every 
year This was merely trivia to Mickey 
Mous¢ but it was thousands of dollars 
to Walt Disney. The moral to manag: 


ment, ol ours¢ is that trivia multiplied 


by man-hours ts trivia no longer 


When we talk about form design, we 
are talking about ofhce trivia—trivia that 
has no significance whatsoever except 1) 
ontinual repetition. During the war, you 
may remember, rationing ushered in th 
greatest form printing job in history. W« 
wer introd ced to n illions ol forms 
The change in arrangement of any of the 
trivia on these forms could affect millions 


of actions, millions of persons. Form 


design can be as significant as that 
' 
It is difficult to think of any routine 


iny pro cedure iny office activity without 


t icast one form to its name Today an 

othce may be defined as the place wher 
| 

the life ycle of the form takes place 


Do you remember the play by Karl 


Capek about robots Civilization had 


. , ' T 
reated mechanical robots to do all tts 
, ; 
Work They become so ethcient that ht 
' — 
manity Decame¢ dependent on then Then 


the robots rebelled and took over civiliza 


ion fora 


This iS not so fantasti el rhaps, for we 
i i 
have something like robots in every office 
] 
Management creates forms from all the 


office details and trivia, and then manage 


nent 1s dependent on these torms tor 
najority ol tS actions and decisions 


Management has reason to Keep thes« 


] ] tro] 
torms robots in some kind of control 
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Again forms design can be as significant 


Many form designers start with listing 
all the different items that must be ar 
ranged on the form. When we are listing 
titles or captions, we are evaluating all 
the items as required data. When we 
begin actually to design, we group the 
related data as it should appear on the 
orm. And as we do so, the form begins 
tO arranye itselt 

The form is an exhibit of methods sim 
plification. A major part of the action in 
an office revolves about the form, and the 
way we design it will affect motions and 
vethods. When we design a form, we 
st imagine all the action that takes 

in the life cycle ot the torm 
In designing a form, we must first de 
1« whether to use the box or conven 


1on | design There are several advan 


il i 


res Ofte red by box a sign 


(1) Spaces ar ly det te ntri 
(2) It nl g I 4 S are gre 
(3) A ption 1 t pper 
t a f ¢ han I \ if VIS 
le t operator as she ty} (4) Cay 
b typing lu f e horizontal 
(5) When box ber they 
b finitely rel to tailed instr 
(6) Many bel t less chan 
t vit finite Dox f rch ate 
The nay be a few disadvantages 
(1) B g may i re verti 
2 ( ») WI i tems e « pha 
Stal n I learly 
) t Sig { } he 1 
t t . cy ppeca n 
fluenced by tl 
i (4) f 
hox y 
[he conventional design may be de 


fined as anything that is not boxed. Some 

of the advantages listed as indigenous 1n 
yx design can also be applied to the con 
ntional . 

The answer to the question may well be 


that boxing 1s better for most forms and 


irts of others 


The lavout of any forn onsists of 
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head. bod 


vy, foot and, in some forms, a 
stub 
Head—The consists 
of all data that must be This 
may be for identification or for handling 
the form in procedure. In card records 
the very top is called the 
and is reserved for fling information 
Here 
ing the 
1. Custom has standardized the 
upper left 
form to good indexing practice, the ar 


head of the torm 


seen first 


index margin 


are some suggestions [or design 


head of a form 


name 


and address in the To con 


rangement should be last name first fol 


lowed by first name and middle 


initial 


name or 


) 


Custom has standardized the num 


ber in the upper right 


In dealing with 
consider a break or 


246, 5$42--247, tor 


five digits or more 
dash: 542 1, 342 


ready identification of the number. 


) 


3 Filing information should be as 


near the index margin as reasonable 


5 a“) 


there 


that 
head of 


diversified 
to the 
the form than described, but the arrange 
ment of the data 


practices for the 


Forms 


are sO 


may be much more 


is likely to follow the 


body of the form 
There are two general principles in 


torn 
The 


entry 


irranging the data‘on the 
| Mak. mit 


titles are the guides for 


captions ofr 


only, and 


when the torms go into use it is the en 


tries that are distinctive and significant 


These captions should be carefully sé 
Leave enough 


form 


i¢ ted objective ind brief 


roon to maintain order on the 


Captions placed above the typing lines 


= 
illow tor start of posting under then 


Use check 1 ballot 


swcecr ves or no 0 or 


boxes anc type of an 


I 
mak 


serve time in 


yp cntries 
Mak 


oro flows son 


Ihe data on a 
vething like onnected 
to right and so down 


} 


grouped 


narrative, from left 
) | ] } 

Related data should be 
/ 


together ana 


the | ivé 
rs 
yood grou ping is essential 


to posting ind Forms ottes 
from on 
The data 


sequcnce 


relate to other n c¢ post 


to the other or compare items 
h should be in an 


The 


On Cat 
foot of the form ts not 


nformation or a place 


for anything lett over It ts part of the 
logical sequence of the form. Here are 
a few suggestions: (1) Signature. Can 
the title only be used and not the name 
of the executive? Many thousands of 
forms often become obsolete with changes 
in organization. (2) /mstructions. The 
distribution of copies or any special in- 
formation belongs in the foot. In brief- 
ing. consider who is to read them, be- 
cause unskilled persons require more de- 
tailed information If instructions are 
voluminous, use the back of the form. 
(3) Consider whether you should leave 
space for remarks and any additional spe- 
cial data. (4) If you have a program of 
retention schedules for records far enough 
advanced, | want to print the 
schedule on this form. This, however, 
should be approached with care because 
and printing on the 
reliable. 

such as 


you may 


schedules change 
form may not be 
$‘ub—Some 
sheets list 
and this area is called the stub 
data in the column 
headings the stub. 
Sometimes by reversing them you can get 
better arrangement for size. 

2. If the sheet is abnormally wide so 
that the eye has difficulty in following 
cross the page the stub may be repeated 
middle and 


forms 
titles or numbers at the 


spread 
left, 


| Consider the 


with the items on 


at the right, of in the 
right 


3. Leave margin enough so that 


even 


punching or binding does not obscure any 
items 

i. When the stub is composed of con 
every fifth or tenth 


a distinctive line across 


secutive numbers, 
ligit should have 
the sheet 

When the stub ts composed of sub 
form may be used to 


cts, an outline 


show primary and secondary titles. Caps 
case may be used 


ind caps with lower 
with indentations to produce this outline. 
Lines across the page may also be used 
with the primary titles 

Following are a few over-all sugges 
OnS 
form to be posted on a ma- 
rigid standard: It 


details to the ma- 


For every 


there 1s 


Onc 


hinge 
ereeis 


ust ontorm in all 
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draft out for register and 


sualize it in continual use. While hand 
posting mav be less expensive im many 


, , , 
nstallatior Ss. the hine is more legible 


| 
na the orderiy torn has V¢ appeal ins 
probably psychologi il advantages 
C ontormane¢ 


No hor 


as many p ny { the lett hand 

as possible and use a minimum of 

because that economizes the 

operator. When the draft ts 

take a ruler and draw a verti 

through the torm at each point 

where the Operator must start posting 

Now study the draft again and try t 

align the al » cul dow! the nun 

ber of lines and so the number of tabular 
sLOPs 

The grain of paper is highly important 

the handling of forms in a machine 

ind posting tray. The manner in which 


the fibers lie in the paper produces a grat 


ind down at right 


roll. Repeated turning about 


machine has a tendency to 
curl Theretore if the 
wrong this tendency is encour 


ill rl and slump in 


to iss trivia made of 

which have been selected to 

If in form design we put 

use it would be simple trivia 

r do that. We multiply the form 

ind so multiply each item on the 
ind all actions relating to it 

the hand of Mickey Mouse, it ts 

no longer 

been said on reliable authority 

ich dollar spent to produce d 

spend $17 in using the form 

dollar element that 1s so im 

that explains why form de 


xhibit of methods simplifica 


HARLES QO. LIBBEY NOMA 
November 1949 p 


Instructing Employees on Telephone Habits 


ric wl © uses 
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opportunity and an obliga 
To insur hat « one on it 
rmtunity, on rganization sent 


randling of 


(whatever it 
Mr. Smith Goodbye 
ng up first 
Don't interrupt, argue or b 
it be yuse of inattention 
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Function of the Interview in Personnel Administration 


By DAVID MACK 
Director of Personnel Administration 
William R. Warner and Co., Inc. 


HAI . } ce of the 


all personn | 


intervicw 

ove! 
ré A great deal has 
tech 


nterviewing 


today 


. ' 
S tO ¢ 


about the 
irt, the skill of 
the fa of the interview 
onomy of sol nd personnel ad 


W hat 


vweten 
SVSLCI 


is its rol in Our [rec 
What con ept must 
I 

ewer hav his function in 
rn 

if per 

the inter 

in the 

In seeking the inswers to these ques 

| rst consider the problem ol 

this dis 


that 


For purposes ot 


take the view when 
| worker discusses a person 


rank and 


of man 


proje t with a 
at least 
iS also perhaps 
hangeably — the 
strial relations 
Since our held 
whose 


tech 
elled,”’ 1 


it 


appcarinyg 


CWC! plays a 
rogram: there 
oncept Of its 
why his con 


uppre able sun 


know 


function of 


Why has modern man 
ment come to recognize the personnel 
What is the industrial rela- 
designed to accomplish, 


which he ts part 
operation 4 
trons program 
directors 
inter- 


ind why does the board of 


permit a budget for personnel 


viewers? 


We in the personnel field must never 


for us to do so 


; 


torget—though it is easy 

that basically the purpose of a personnel 
nanagement program is that of helping 
the company to make money for its stock- 
The 
if his day-to-day effort is effec 
The 


engaging oppor 


holders interviewer's salary is justi 
tled only 
tive toward this end interviewer 1s 


often confronted with 
tunities to do good for the sake of doing 
Hence frequently he will go adrift 
unless ever firmly to an aware- 
ness that the first interest of sound per- 


earn for the 


good 


} 
moored 


sonnel 
sto kholders 

It is equally important 
sonnel interviewer clearly understand the 
difference between. staff and 
line operation, and exactly why it 1s essen- 


management 1s to 


that the per- 


ope ration 


tial to effective management that the per- 
sonnel department operate in a staff rather 
All too many inter 


than a line 
viewers either merely give lip service to 


capacity 
this distinction or have never heard of it 
In too many instances the personnel di- 
rector does not make certain that the inter 
viewers on his staff are completely sold 
to the entire business 
taff rather than the line 
Does the 


on the importan 


enterprise 


ot the 


position of his department 
f New York City 
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employment interviewer know why he 
must only screen and recommend, and 
never select employment applicants? Does 
the employee relations counselor know 
why, in almost every case, the employee 
should take his prob ‘lem to his immediate 
supervisor before bringing it to the per- 
sonnel department? In interviews dealing 
with salary transfers, and dis- 
charges, why is it of utmost importance 
to the emp sloyec to understand that it is 
his boss and not the personnel depart 
ment who is taking the action, and that 
the interviewer is merely aiding or aug- 
menting his Has the interviewer 
been permitted to gain the erroneous im 


changes, 


boss ? 
this is because he is not as 
important” as the direct-line supervisor 7 
Or has it been made clear that it is not a 
question of but rather that 
the moment anyone in the personnel de- 


pression that 


importance, 


partment assumes direct authority he thus 
weakens the company’s en 
structure? It is 
authority, or 


immediately 
tire administrative easy 
for the interviewer to assume 
to give the employee the impression that 
and thanks are due for 
from the interview ar¢ 
No matter how help 
ful he may have been—as a liaison, an 
intermediary—in implementing — proper 
essential to management's 


whan r credit 


action resulting 


due the interviewer. 


action, it 1s 
greatest effectiveness that the employe 
realize it is the line supervisor, usually 
his direct superior, who has taken action 
and to whom credit and thanks are due 
It is the personne! department s function, 
interviewer, to 
supervision, and it 

both actually 
the direct 


who 


and the function of the 


strengthen the linc 
must always have been and 
mind of the employee 


not the 


in the 
line supervisor, 
took the 

It is only fully 
grasps these two fundamental principles 


interviewer 
action 
when the interviewer 
that his function as an interviewer is a 
staff rather than function, and that 
his primary help the com 
make stock 
that he can operate as an inter 


line 
purpose is 
pany more money for the 
holders 
viewer should 
Remembering that it is 


principles, rather than upon tech 


upon tunda 


mental 
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niques, that our interest is now centered, 
let us turn our attention to two themes 
which the interviewer should be careful to 
weave into virtually every employee inter 
View 

At the heart of the totalitarian system 
of government is the concept that the 
state solves the individual's problems for 
him so long follows the formulae 
dictated by the state. Furthermore, in 
totalitarianism one of the working man s 
closest contacts with the state is his day- 
to-day job with the company by which 
he is emp sloyed, for that company 1s state 
It is essential 


as he 


owned and state operated. 
in that kind of economy that the employer 
solve many of the employee's problems 
for him, so mark 
In a democracy, however, it that 
the employee solve his own problem. It 


long as he toes the 


is basi 


gives the interviewer a sense of power to 
try to solve the employee's problem for 
him; but his obligation to the employec 
and to the company is to use the interview 
as a means of strengthening the employec 
his own 


by showing him how to solve 


problem Almost every interview calls for 


the application of this first principle. 


Now the second. In virtually every kind 
of interview, the personnel interviewer 1s 
presented with a chance to strengthen the 
relationship between the employee and his 
a relationship which means little 


but which means 


boss 

slave labor, 
lemocracy of free wage earners 
the interviewer takes ad 


a society ol 
much in a « 
Often, however, 
vantage of his contact with employees as 
a means of building up a kind of pe rsonal 
following among them. It is easy tor the 
interviewer to make his relationship with 
the employees so flattering himself as 
away, as it were, 
His effort should be in ex 
direction, i. e., in the 


to wean them from their 


upervisors 
actly the opposite 
direction of building up the bond between 
and his supervisor Each 


the employee 
opportunity for this 


interview offers an 

In the employment interview, the appli 
ant who has a vocational problem must 
He alone must weigh 
that, this opportunity 
this company 


it himself 

against 
another, 
It is the im 


resolve 


this job 
against 


iyainst 


other terviewer's job to 


SOTTI« 
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estions of tact anly possible. This ts important not 
tthe choice alone from the human relations stand 
to the ex int, but also from the stockholders 


viewpoint, from the angle of public rela 


who 1s ! 


In two cases recently called to my 
employees subject to discharge 
ncompetence came to the con lusion, 

the course of interviews which pre 
eded their projected discharge, that they 
would do well to leave their jobs and 
look elsewhere for work more nearly in 
line with their capacities This was con 
structive I once had a boss who was 
tired. Immediately afterward he walked 
nto my office, sat down, and said, , Dave 
I've been fired But | like 1 it His dis 
harge came as a terrific blow to him, but 
was handled in such a way that he came 
t of his boss’ othce with a clearer idea 
he had ever had before of some of 


1Oyt 


trengths and weaknesses and of the 
who he | mas USC > kind of job for which he was best pre 
pare { 
Now let us consider the opportunity 
for buil ling sound relationships offered 
the interviewer by another type of inter 
view—that which takes pla e in conjun 
tion with the iob evaluation 
the evaluation procedu 
each job to determine its re 
d just what it involves. At 
least some of this information ts arrived 
it through discussion with the incumbent 
tion. Now this interview can be thorough 
eral of detailed, short 


ind with the person supervising the opera 


is far as the job evalua 
ied, a omplish with 


S ess ts wWUrpose 


rvicw 1S looked upon solely 


this viewpoint, however, manage 

i iled opportunity to 
ployee morale and sound human 
ns. When inve stiigating the con 


) 1ob pust what its require 


misses an unec 


why not take advantage of the 
the same time 

particular em 

it the moment 1s 

tho oh this has no 


ition? Is this not 
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in excellent show him 


opportunity to 
that the company is genuinely interested 
in his job problems and in helping him 
solve them ? 
Granting that the 


these functions of the personnel depart 


importance of all 


ment have been impressed upon the minds 
of all concerned, management 
determine whether personnel is doing a 
good job? How 
appraised? My answer to that question 1s 
“By the number of times 
supervision voluntarily crosses the thresh 
old of the personnel department, either 
A company s 


how can 


can its effectiveness be 


a simple one 


in person or by telephone 
personnel job should ideally be done by 
its line supervision. It is the foreman and 
superintendent whose job it is to establish 
and human relations on 
all organization levels. It is only because 
they will not do this without assistance 

that there is 


any justification for a personnel depart 


maintain sound 


and occasional prodding! 


ment 
the extent to which such a department ts 


and the most reliable measure of 


doing its job is the extent to which super 
vision seeks that assistance. This, in turn, 
is largely dependent upon the way in 
which the personnel department offers to 
help. Without question, the most impor 
tant interviews held in any personnel de 
partment are the interviews with super 
the discussions geared to helping 
department 


Vision 
foremen and 
heads and managers to handle their own 


supe rvisofs, 


employee relations problems. This is the 
that really 
mterviews 
effective 
then the 


counseling that really counts 


produces dividends If these 


} 
are helpful to supervision—so 
that them 

personnel interviewer is earning his salt 


and in my opinion tt 


supervision seeks 
Otherwise he is » 
is just that simple 

What part does the interview play in 
public relations? To begin with, it would 
be well-nigh impossible for a company 
having poor employee relations to build 
a sound community relations program 
for the simple reason that a company s 
employees are its community The extent 


to which the same parallel exists with 
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ublic relations depends, of course, upon 
many But, it 
that the influences in the community of a 


factors is incontrovertible 
personnel department's interviews are tre 
mendous. The impact on the home and 
neighborhood of a wage earners promo 
tion or discharge cannot be considered 
lightly from a public relations viewpoint 
The degree of impact—and_ the 
nature of it—will be largely determined 
by the in which the discharge or 
promotion was handled. And remember 


prec 1S¢ 


Way 


| 
It was handled in an interview or a series 


Are 


aware of their responsibilities to the com 


of interviews! your interviewers 
munity and to the company’s public rela 
trons program ? 


(1) The 
himself as 


In summary: interviewer 


1NUSt 


recognize 
staff organization charged with the rr 


a part of a 


sponsibility of strengthening line super 
and of 
translate top management s human rela- 


vision helping supervisors to 
tions policies into action. (2) The inter 
viewer's primary obligation is to help 
stockholders, 
though this by no means precludes his 


increase profits for the 
being of immense help both to the em 
ployee and to the community. (3) The 
formal or informal—is 
communication in 


interview—be it 
the chief channel of 
both directions between employees and 
management. (4) The interviewer must 
recognize the value of weaving into each 
employee interview an element of helping 
the employee to solve his own problem, 
and of building a firm relationship be 
tween employee and supervision. These 
two elements are essential in the free 
enterprise system. (5) The most impor 
tant interviews, formal or informal, are 
those which the personnel department 
staff have with supervision, and the ex- 
tent to which seek these 
interviews is a reliable index to the effe 
the personnel management 


supe rvisors 


tiveness of 
operatiol 
It 


gram we 


1 sound personnel management pro 


I 
must underestimate the 


never 


power of an interview! 





The Bugaboo of the Garnishee 


unfortunate circumstances, or perhaps 
icep financial waters, he becomes a 
his paycheck may stand the garnishec 


ents de 


Associates 


! 
i 


oyees are 


i 
him solve 


1O Not dis 


rarely mak« 


garnisheed 


he will 


and warned that 
becomes habitual 


nsi 


anyone 
berore uld take action 
ount of zg ment. Helps 


imselt 


mf loyee 


honored 


Incentive Plan Aids Employees to Patent Inventions 


Boeing Aurplas 
ntions 
improve 
h the 


arrica on by 


ntors 


Mr. Orlob 
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Industrial Peace Through Compulsory Arbitration? 


By KEITH W. BLINN 
Professor of Law 
University of North Dakota 


_ the current labor turmoil in 
which one crisis follows on the very 
heels of another, it is small wonder that 
economists, labor experts, and the public 
generally are working earnestly to achieve 
the elimination of work stoppages through 
strikes and lockouts. The volume of 
strikes occurring since the 
World War II, and the paralyzing effect 
upon the nation’s health and economy of 
strikes in combine to 
justify the 
workable solution to this evasive problem 

If our present devastating labor-man 
logically be ex 


cessation of! 


industries, 
everyone for a 


certain 
concern Of 


agement strife could 
plained as a mere case of “delayed wat 
jitters,’ or as a rash resulting from 
pent-up disputes, grievances, and differ 
ences suppressed during the war because 
unbroken pro 
duction to fight a enemy, the 
public could look hopefully to a future 
of labor peace. The numerous govern 


mental controls and forced labor-manage 


of a common interest in 


common 


ment truce of the war years undoubtedly 
do account for a few of the present-day 
disputes; nevertheless, such a rationale is 
untenable to explain the breakdown ot 
collective bargaining in the vast bulk of 
work stoppages during the present era 

Since the most elementary economics 
conclusively demonstrates that both labor 
and management suffer almost irreparable 
financial loss from any lengthy strike 
through lost profits and lost earnings, it 
is only logical to conclude that neither 
1 th or 


labor nor management gains streng 
work 


follow 


as the result of a serious 


Accordingly, it 


d 


po it10n 

stoppage : must 
that in the 
nor management desires a work stoppage 
Why, 
sult in the very thing which both parties 
do not want? The explanation must lic 


majority of cases neither labor 


then, should so many disputes ré 


in an improper psychological approac h to 
collective bargaining coupled with im 


proper bargaining techniques 
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First, we must thoroughly understand 


that the obligation for industrial peace in 
a free society, such as our own democracy, 
rests squarely on the shoulders of labor 
and management. The doctrine of Thomas 
Jefferson that ‘The government is 
that government which governs least’’ ts 
equally true in the field of labor relations. 
If we are to have free collective bargain- 
ing, it can best be achieved in an atmos 


best 


phere where government assumes as 


minor a role as is consistent with its 
function to protect the national health and 
safety. It active party 
in every step of the collective bargaining 
process, should 
ment be an assured final step in every 
case of collective bargaining. There has 
been a current demand by a sizable seg 


ment of the public, however, that govern- 


should not be an 


nor recourse to ypovern- 


ment take an increasingly active role in 
ollective bargaining through a system of 
labor courts or compulsory arbitration. In 
some states, the legislatures have already 
passed acts providing for compulsory ar 
bitration in limited fields such as_ public 
utilities and hospitals. Expansion into 
other fields can reasonably be expected 
unless the trend is reversed. 

Such an attitude, while in a 


natural development, is nevertheless quite 


scnse a 


a dangerous philosophy growing out of 
the wartime government control of colle 
tive bargaining. During the war, the 
government's action in establishing the 
War Labor Board government 
dictated labor-management contracts 
but, 


with its 
was 


justified by the emergency; both 


labor and management tended to decreas« 
their earnest efforts in the field of genuine 
bargaining and began to rely 


collective 
upon government either through force or 
choice as an active participant in the area 
of labor disputes. This tendency acted to 


weaken the entire foundations of colle 


tive bargaining as a method of resolving 
labor differences. It also caused a dulling 
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system of collective bargaining whereby 
the disputants ontrolled by the laws of 
pply and demand negotiate their differ 
Such a system would reduce not 
nly the incentives important to manage 
nt but also would bi equally disastrous 
labor since it would seriously limit the 
Abdi ation of our con 

controlled economy 


need be paid for 


Is inothe r avenuc 


fustrial 
through sincer tive bargaining 

Today mor an 15,000,000 persons 

embers ot me union. More than 

two-thirds of the workers in manufactur 

ollective bargaining 

philosophy — that 


ire ‘natural ene 


abor and ma 


be dispelled and they mus 


to realize that-—while there may b« 
surface——they are mu 


dependent ipon each other, and 
which harms one also harms the 
The position of government in 


relations n | laritied, and re 


sponsibility for lal pea nust be 
ifirmed as prin arily a responsibility ot 
labor and management. If labor and man 
ent approach the bargaining table in 
psychological frame of mind 

they alone must 

igh the use of 


we can have 


asure 





How to Keep Women Workers Happy 


INCE the war, a lot of women workers have switched from overalls and lathes to 
aprons and vacuum cleaners. And a lot of employers, to their own surprise, have 
watched the factory-to-fireside trek with regret. 

One firm, however, the Soss Manufacturing Company, which for a quarter-century 
has been employing women in its Detroit plant, and hasn't had any severe turnover 
problems with women employees, says it takes some special treatment to satisfy the 
whims and fancies of feminine workers. But it pays off in a stabilized workforce, high 
morale, efhcient plant operation 

Here are Soss’ tips on how to keep women workers happy 

(1) Women in factories are as vain as their sisters outside. If they have grease- 
smudged faces, it’s no sign that they don’t care how they look. Soss knows that women 
want to primp and preen when their shift is over. So it provides extra-large, chrome- 
plated well-lighted mirrors in rest rooms 

(2) Women want locker rooms to be clean and ample. They grumble about con- 
ditions that men workers accept as a matter of course. So Soss has well-kept lockers 
with plenty of room tor hats, shoes, and clothes—even for fur coats 

(3) Women want plenty of hot water for cleaning up after the day’s work. And 
a woman's idea about what is “hot’’ differs a lot from that of men. So Soss now sees 
to it that the hot water in the women’s rooms is kept at a higher temperature than 


elsewhere 

(4) Women’s faces and hands are more tender than those of men, so women are 
more particular about the kind of soap you give them. Soss uses a top-quality liquid 
perfumed soap. It costs more, and doesn’t get the grime off any better than the soap 


the men have; but the women’s soap gripes stopped right away when the change was 


made 

(5) Soss tound years ago that women workers favor a more personalized employer- 
employee relationship than is customary tor men. So the rule is: Know women 
employees by their first names; take time out to talk to them; always let them know 
that the company knows what they're doing—and appreciates it 

(6) Women like to operate their “own” machines and equipment. They have a 
great pride of possession. They want ‘their’ machines to be shipshape, and tools and 
supplies tidy. So Soss assigns machines to its women workers on a ‘for keep’ basis, 
and never makes a change unless it is necessary 


The Play’s the Thing 


ECAUSE wise management is aware that the best employee is one who has the 
ability to relax off the job, most modern companies see that he has the opportunity 
They sponsor recreation programs that range from the purely informal type usually 
found at small plants where the employees know one another intimately and nothing 
elaborate is needed, to those conducted by large organizations whose workforce would 
populate a medium-sized town 
To get an idea of the cost to employers of employees’ off-work play time, The 
Associated Industries of Cleveland polled 30 firms in the Cleveland area recently 
Following is a breakdown on costs per employee reported by several of the respondents: 
One firm spends $3 plus the cost of insurance in the event of accidents. This 
premium is in excess of $1,70G per year. The company employs about 2,400 peopl 
Another company, that has 800 employees, reports $3.50 per worker as the price 
it pays for employee recreation. This sum does not include Christmas parties, picnics, 
or house organs, which the management also provides 
One respondent, which reports that it has about 800 men and women on its 
payroll, estimates recreation programs cost approximately $8.80 for each 
Another firm indicated that it has no budget as such. It donates only to bowling 


ind golf; has about 1,200 persons in its employ 
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PRODUCTION MANAGEMEN 


A New Approach to Cost Reduction 


TO ACHIEV! he higher prod 


ow 1 cost Va nufacturers This plan relieves the accounting staff of 


tivity xcur and to take medial action at once 


developing costs by department and makes 


wh toreman responsible for reporting 
the productivity of his own department to 


the supe rintendent each day. Suthcient 
detail 1s included to permit management 

action that is needed but is beyond 
authority of the foremen. Excess costs 
that are sta. responsibilities are presented 
in a completely impersonal manner, thus 
voiding any fecling on the foreman’s 


part that he ts 
The princip 


of this ty pe ol 


; 


ost accounting 1s its usefulness for ana 


lytical purposes In the old days, there 
was one figure for “burden” that was 
ipplied indiscriminately to all labor opera 


trons Now that con petrtion 1S becoming 


Keener, it is essential for management to 


ost position $1n 


rard to each specifi product or product 


know its comy 
that part of over 

each work station 

Dear its fair 

mM luding that part 


1 
normal operation 
ost of idleness res Iting from lack 


, 
roduct 


supe rvision, 
} 


| Top 
it this probicem Toy 
ease the 


invest 


ad daily 
the torms 
department 
n terial requisi 


Move tickets may 
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T 11V1¢ 


cards must be prepared tor all idle time 


be used for quantitative information 
l 


of machines and operators, as well as for 


all productive time, in order that the data 


may be complet 
The report is subdivided into three se 


tions to indicate the responsibilities ot 


and of the service 


The 


sales, of the foreman 


departinents, respectively exact ter 


minology ol the report Is dependent on 
enter 


the nature of the manutacturing 
prise The would be 


suitable for 


terms us¢ d be low 


a department.in a large ma 
hine shop 
A. Sa 


B. Pro 
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Since this is to serve as the foreman's 


own to the superintendent, he ts 


re port 


going to verify the accuracy of the in 
formation and take steps to correct matters 
within his control before the superintend 
most foremen 


ent sees the Soon, 


report 
will give sufficient consideration to these 
problems to prevent the occurrence of 
delays. Som«e 


This fact is recognized by their 


most costly costs are un 
avoidabl« 
allowance for anticipated idleness 
Each that the ‘‘daily 
production report’ is a measure of 
the day to-day productivity ot his depart 
Through the relationship between 


accon plishment, his eth 


foreman knows 


truce 


ment 


allowan ¢ and 


iency can be evaluated. Costs are SCPC 
gated in such a manner that his productive 


is Obvious to his superiors and 
to lack of orders o1 


are not attributed 


eth \ 
himselt Losses due 
failure of staft 
to him. Instead, the superintendent knows 
takes action 


SCTVICCS 


them and corrective 


Thus many of the 


ibout 

foreman’s problems 

ire el minated, to the 

is on record, and he will strive to improve 
that re ord 

By GEORGE G 

& Company ) Moder) 


October, 1949 


his value company 


SALTFORD ( Wallac« 
Manage 








Materials Handling in American Industry—1 950: 
A Report of Progress 


\ PICTURE of the growth of mechanized materials handling is a picture of the 
£% health of American industry. The survey findings reported below present such a 
picture, and show the vigorous pursuit of the “one best way’ to handle goods by an 
open-minded, progressive, healthy economy 

The survey covered over 200 key companies in American industry. Of the respond- 
ing companies, over 50 per cent employ more than 500 workers, while the balance have 
labor forces of 100 or more peop! 

The respondents to the survey approximate 20 per cent of those polled. The 
survey showed the growth of mechanized materials handling from application by 1.1 
per cent of the respondents around the turn of the century (1900) to application by 
nearly all the 20 per cent responding (19.1 per cent) in the period 1946-49. 

A reported industry-wide average reduction of 10.7 per cent in over-all production 
ost provides the most important single fact to emerge from the survey. This is an 
impressive figure in the face of the fact that 30 cents of every production dollar is 
required to pay for handling alone. It is also a clear-cut indication of the degree to 
which companies not yet fully mechanized may expect to achieve cost reductions by 

lopting mechanical materials handling equipment 

This average cost reduction figure also provides a yardstick for mechanized com- 
panies to use in rating the effectiveness of their handling systems against the rest of 

lustry 

Less than three years is required for the average company to repay its initial 
investment in handling equipment. After the equipment has been in service longer 
than 34 months, subsequent savings to the average company will amount to pure 
pront 

The significance of the results of this poll are surprisingly broad in their appli- 


ation to industry's current position in mechanized materials handling. Above all, the 
10.7 per cent average cut in the total cost of finished goods stands out. This figure 
ilone should provide the clincher for those companies that have not mechanized or are 
lebating whether to increase the scope of their present handling programs 

Since the figure is an average, many companies in every segment of industry may 
expect to achieve still ater reductions through well-planned, coordinated programs 
of mechanization 

Another significant figure is a whopping 28.1 per cent reduction in direct handling 
osts which, according to survey respondents, has stemmed directly from mechanization 
of those operations 

The survey shows that the responsibility for selection and operation of materials 
handling equipment is surprisingly evenly divided between the operating and the engi- 
neering groups of executives. And although at present a relatively small percentage of 
ompanies apply the title, “Materials Handling Engineer” to the man responsible for 
these functions, that title and its attendant responsibilities are constantly gaining wider 


eptance throughout industry 





SPRING PRODUCTION CONFERENCE 


The Spring Production Conference of the American Man- 


agement Association will be held on Monday and Tuesday, April 


3-4, 1950. at the Hotel Statler. New York. 
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Safety Program Cuts Accidents 36 Per Cent 


Yom frequency rate cut 36 per 
cent; the seriousness of accidents 
cut 63 per cent—that is the record estab- 
lished by the Oliver Corporation in the 
12-month period, July, 1947, through 
June, 1948. 

The corporation has seven plants em 
ploying 9,000 people, all located in the 
middle west. The company produces a 
complete line of farm tools and manu- 
factures tractors for industrial use. Ex- 
tensive foundry and forge operations arc 
carried on in three plants, and one plant 
alone has several hundred thousand proc- 
ess cards delineating the methods and 
machinery which must be used in the 
manufacture of tillage tools. It is obvious 
that Oliver's safety problem is complex 
and not susceptible of cure by application 
of a few fundamental rules. 

Oliver attacked the problem through 
organization, promotion, and competition 

all backed by an intense and éarnest 
interest on the part of top management 
personnel. C. C. Drake, a man with 
manufacturing background both as a 
worker and a supervisor, was brought in 
as safety director. He selected an assistant 
in each plant to be responsible for the 
safety performance of that unit. Foreman 
meetings were organized, at which slide 
films on timely safety subjects were shown 
and safe working practices explained and 
emphasized. Safety committees were 
formed to stimulate employee interest 
through participation. 

Plant bulletins were issued warning of 
serious unsafe working practices and ex- 
plaining how they could be eliminated. 
Photos of serious accidents were given 
wide distribution in an effort to make 
employees conscious of potential hazards, 
while safety posters were placed on plant 
bulletin boards to emphasize the impor 
tance of industrial safety. 

It is the thoroughness with which old 
techniques are employed, rather than any 
startling innovations in accident preven- 
tion, which is significant. A written re- 
port on every injury must be forwarded 
by the department foreman to the plant 
safety director. The latter analyzes this 
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report, conducts his own investigation, 
talks to the injured and to witnesses of 
the accident, then takes steps to assure 
that there will be no repetition. 

Oliver safety personnel are indoctti- 
nated with the theory that there is an 
explanation for every accident—that acci- 
dents don’t just happen. Safety directors 
are continually attempting to anticipate 
accidents and eliminate potential hazards 
Continuous education is undertaken to 
teach employees safe working practices 
Safety directors have the authority to stop 
machines or processes which they consider 
hazardous and to keep them idle until the 
danger is eliminated. This gets things 
done in a hurry, for no department fore- 
man can afford to have his machinery idle. 

Plant managers and safety directors 
constantly check housekeeping practices, 
since they know that safety without good 
housekeeping is an impossibility 

Alva W. Phelps, company presideni, 
introduced competition into the program 
by offering a trophy to the plant with the 
best record at the end of a year's contest. 
Experience was to be evaluated in the 
light of three factors—frequency of acci- 
dents, their seriousness, and housekeeping 
Results have been astonishing. In July, 
1947, Oliver had a cumulative frequency 
rate for accidents of 29.3. By April of 
1948 this figure had been reduced to 
19.7. accidents like- 
wise dropped from 2.3 to .832. At the 
same time that these reductions were 
being effected, the national average for 
the farm machinery industry was rising. 

The firm's tangible savings through re- 
duction in the accidents 
alone will exceed $30,000 per year, and 


The: seriousness of 


seriousness of 


insurance Companies estimate indirect sav- 
ings to be approximately four times the 
is in this intangible element 
company are 


direct It 
that the 

most interested, believing that an effective 
safety program easily pays for itself in 
terms of fewer grievances, increased pro- 
labor turnover, and a 


executives of the 


duction, reduced 
happier workforce. 
Mill & Factory, July, 1949, p. 134:2. 
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Air Cargo Volume Increasing, but Better Facilities Needed 


A IR reo 1 t t It § prov t merchandise a relatively high value 
: per | foot I t economically transported ill 


by air, at an over-: 


Of air freight permits 


nt and high 


Mechanical Power on Farms 10 Times That in Industry 


B ' 
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MARKETING N 


ANAGEMENT 


Teaching Salesmen by Dramatics 


cessful 


NE of 


training 


industry's most suc 


devices— ‘role-playing, 


is much like the kindergarten game in 


which youngsters play the roles of such 


| 


grown-ups as iocomotive 1 


chyinecrs ana 
airplane pilots Although the role playing 
there are still rew if 


idea is not new, 


in ¢d 


any, devices that are so effective 
‘ ] 
ating individuals of all ages 


Today, a handful of leading concerns 


are experimenting with a_highly-devel 
oped sales education version of the rol 
playing principle, and their experien 
thus far 


the best 


t 


indicates they may have one o 


ideas yet for training new sales 
men and stepping up the efficiency 
Already, th 


vram has produced a number of convit 


experienced men new 


ing performance recor 1s 

The essence of the role-playing idea 
whether salesmen or ta 
actually < ut, 


trained supervision res I situation 


simple Trainees 


under 


tory roremen 


they are likely to confront in their work 


Customarily, the a ting takes pla e before 
a group of other salesmen whose job it 
to pick 


holes in the technique and 


possible, in prove upon it 
Under 


qo more 


themselves 


the new plan however SA iCS 
than act out the job ol 


othe: 


mcn 
selling a prospect In addition, 


essentials of etfective selling—the hand 


ling of con plaints, prospect selection. the 


handling of merchandise lisplays, and the 
like all are demonstrated 


playing. Companies which ar 


through role 


sing th 
idea believe this d 
in all 


responsible for 


men iob 
chietly 
sequent sales increases 
The new role-playing technique bx 
fole-| 
littl resemblance to the 
clinic in which a sal 
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hallenges his men to sell m«¢ and then 


a number of sales 
them far 
method 


with re- 


ents them with 


arguments, some Ol 


1 
from) realists Instead, the 


new 


presents a saicsman 


practising 


ilistic selling conditions; the “customers 
he undertakes to sell do not confront him 
sales resistance 


nerely with arguments; 


} 


rather, they are trained to reflect the ac- 


al problems of actual dealers, thus pre- 
with similar 

field 
One firm using the new training idea 
the Indu Tape Corporation (a 
lohnson & Johnson subsidiary) at New 
Brunsy . e - There the program 
Way First, a 


paring a salesman to cope 


problems when he is in the 


strial 


comprehensive 
npiled detailing each step 


of an ITC 


must know about products, how 


salesman, €.g., 


are selected, how interviews are 


nd kept moving, how complaints 
} 


1andled, how sales are closed 
I ich week long ITC 
has followed the pattern set by the man 
At night a 


salesmen study a section of 


training session 


ot eight to 14 


Prot p 
morning, they are 
ts disc uSsS¢ d. and the 

pent acting out typical 
ggested by the manual 


these clinics, a 


1OnsS SU 


( ompany) man 


pect. His iob is to con 
role-playing salesman with situ 


rays the pros 


| 


tions that will test his skill and resource 


only when the 
At times, the 


times, he ts 


ile ss ayvrceciny to buy 


entation deserves a sale 


is busy at other 


; 


nt-minded 


salesmen undertake 


SCSSIONS, 


ective new dealers. In such 


Dros 


I 


the training director alone 


customer s store 


size of th 
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his annual volume, and whether he carries 
ITC products The 
learn these facts and utilize them in mak 


salesman's job is to 


ing the sale 

To test a salesman’'s resourcefulness, the 
training him with a 
series of typical selling problems. Half 
way through a presentation, a trainee may 
that the man he is talking to does 

iuthority tact 
tset 


director confronts 


discover 
not have to sign orders—a 
he should 
Sometimes the interview is interrupted by 
a customer appearing; the problem then 


skill- 


other 


have learned at the or 


being to resume the presentation 


fully when he has departed. At 


times, the salesman may be confronted 


with product complaints, in which case 


I them to the ustomer § 


he must handle 
satisfaction 
About 
role-playing is devoted to handling situa 
inter 


two-thirds of the time of the 


likely to arise in customer 


tions 
views; the remaining third is spent in act 
ing out phase s of the salesman’s work that 
the ustomer § pres 

the prepara 

counts, the 


writing ol 


the role-playing 
cen are paid repu 
rt ipating in the 


CCIVE on 
1 


tron re 


of slide films designed, among other 
things, to train a salesman to spot the 
person who has authority to make the 
final buying decision 

Servel's slides also give a salesman tips 
on which features of the company’s prod- 
ucts to emphasize. 

Companies which are using the role- 
playing technique have seen considerable 
evidence of its effectiveness. During the 
initial quarter of this year sales of In- 
dustrial Tape s “Texcel Servel 
has found that the new plan has pepped 
up door-to-door salesmen. After a role- 
playing clinic for utility company sales- 
men in Minneapolis, sales of the com 
pany’s gas refrigerators doubled. Swift 
& Company reports a sharp drop in train 
ing costs. According to Swift, new sales- 
men once required up to three years to 
repay the cost of their training and indoc- 
trination; with the new plan they “pay 
for themselves” in three to six months. 
The cost of training by the new role- 
playing method is estimated to be about 
one-sixth the cost of field training. 

Early experience indicates that the 
highly developed role-playing tec hnique is 
a time when good 
promotional premium. 
If so, a technique that started in the kin- 
and was improved upon in the 


soared. 


stimulating sales at 
devices are at a 


lergarten, 
university and psychological laboratory, 
may become the means for producing to 
norrow's best salesmen 

Magazin 


mmerce Septembe a 


How Chains Are Selecting Locations 


nt thinking and 


! 
rmocations, as ae 


| pecest 


ned tro icanva 


IGHTS ot prese 
| tne 


sot 


developments supported by new housing 
or in the smaller, outlying communities 
which are part of metropolitan areas. 
Most chains are showing increasing 
interest in shopping center locations, par- 
ticularly those which are planned as com- 
plete business In most in- 
stances, these are integrated with home 
ind apartment building projects 
3. Large parking areas are now consid- 


communities. 
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ered absolute ‘musts’ by chains in most portation facilities or automobile arterials 
som ompanies are investing in vacant 
i. More thought is being given to the 8! nd at now remote points while it 
purchasing power of areas to be served ! be obtained at very low prices 
| 


than to the mere population count Policy of most companies today 


Sams case Chnsines cle occa to buying real estate 1s more flexi 
t was several years ago. While 


ty of chains now prefer to have 


older districts More will occur 
tives believe, as those districts f ! 
The point at reir capital in merchandise rather than 


which an older store is closed ally 'm real estate, the general attitude is that 


ther in pur hasing power! 


ly important location can be ob 


1, tained only by purchase, the purchase 


older business Dy! ) De ae I¢ SS i¢ 
sirable rental ra usually ge dow! and a build-sell-lease deal 


Policy ot n enew oO 


leases if t ates have been lowered ars, there 1s 


sufficiently sermit a somewhat profit gh research in advance of 
thoush scaled-dow! operation. Su location in any area 
shorter he g advance steps have been 
} t ‘ Few ! desirable before deciding to see a 
hains onsidetr ra I icc floor iON OF any ty pe 
Gather general background 


nunity in which you are inter 


order ft nue ! ul ola } 


heck nonu!] } y 
given the heck population, bank clearings, 
nt of supporting industry or agri 


} 


desirability of remodeling and enlarg: 
, buying power 


, } 1 ah , ltur tnat reates 
ndividual stor im older arcas The po 
ep: Check the extent of exist 


por 
| 
tition in your line in this com 


tf decisio het often has to do 


how much business will likely 
Determine what per cent of the 
potential has been developed 
possibilities of ommunity 
population and purchasing 


From analysis of locations, facili- 


iway from the area within 


; trict 


YY NCW ACIS S 


7. The trend towa 


ost lines ts leading te 


WX he reas 


rchandise assortment and person 
yout ompetitors-to-be decide 

wd : the ommunity is served ade 
eg ethigln Finally, check the trading area 
community and evaluate it and 
the possible effects of other 
munities in syphoning off buy 


1 
even ionget 


ntral bus as , 


1! 
yr ties are Still 


point out that while the 


siness being done in centri 


Third step: On the basis of informa 
ct a5¢ tion gathered to this point, decide 
busines whether your investment will be well 

ts is diminishing, normal growth I | here. There are two schools of 
matter of competition in 

itions. Some chains believe 

rea Or community is served 

established competitors, they are 

in seeking new fields for culti- 

That belief is growing. On the 

( a some chains still contend 
points which will en becon it pay get in where the heaviest 
ists gardless of the 
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xtent of competition Most companies 
Where heavy 


the cost 
analyzed 


ire agreed on this point 
ompetition is already established, 


or petting business should be 


before a decision ts made 


arefully 
Fourth step: If a given community 1s 


ound sufficiently desirable to justify a 


location despite heavy competition, deter 
facility will be 
Th port nt If ompetitors 

that are 


whether location or 
have 
well 
id well merchat 
ic lox ation may be 
on. On the other 
LOO per 
would permit you to offer 


ra ad\ 


effective we i} 


less than a 


only 
if something 
location 


antayes in facility 


lower operating costs that would permit 
lower prices, more parking convenience 
or other benefits, then that type of loca 
tion might be preferable 

Fifth step: Before making a final de- 
cision to go into direct geographical com 
petition with established business houses, 
check the sources of the buying power 
you wish to tap In some instances, it 1s 
possible to cultivate buying power at loca- 
tions far removed from present spending 
areas. Careful study of the distribution 
of population, of traffi flows and buying 


habits is essential 


By Lucius S. FLInNt 


January, 1950, p. 13 


Sell by Product? . . . Or Sell by Market? 


“THER! 


ne 


ts. Sooner Or 
Is it better to 
of market 
problem 
Gult 


That was 


ist of products 

Oil Co. was in. | 

of everything it had to sell 
kin is OF ZOOd han ever betor to sell 
1 


julf marketing setup—in many cases, hap 


w marketing plan 


st essentials, the difference between the old and new Gulf 


wrganized so that a 
led fuel 
Thus 


i to he 


If his 
in behind the 


epartment us 
iting oul stomers nec 
lubricating man 


n knocking on his 


That 
needs of that 
he'll 


iting 


products 


xample 
“1 | 
| 


ul, lubra 
rs into 10 
ontractor 
livisional 
ents: retail 
Il arkets 
rather than 
lirect 

ted 
in 
inn quan 
ipproach 


It will 








Standards for Evaluating Marketing Research Studies 


ARKETING research can be a highly 
useful tool to all advertising, sales, 
and management executives. It can also 
be a very misleading tool, if the research 
is not properly conducted and carefully 
evaluated 
[It is impossible for an advertising ex 
ecutive to function efficiently today with- 
out the assistance of marketing research 
The days of operating by guess and hunch 
have long since passed. Consciously or 
unconsciously, every advertising executive 
makes use of marketing research in some 
form or other many times daily. Here are 
a few of the questions advertising execu- 
tives have to answer in which marketing 
research can be used to supplement pro- 
fessional advertising training and experi 
ence size of the advertising budget; 
breakdown of budget by product; number 
of ads to be scheduled; size and type of 
ads; best copy appeal. And these are only 
a few of the problems that marketing re 
search can help solve 
The important point 1s 
research, and there is bad research. While 


There IS £O0Od 


there has been a vast general improve 
ment in the quality of research, much 
in evaluating and 
Presented 


remains to be done 
applying marketing research 
here is a check list of pointers that will 
aid marketing and advertising men in 
evaluation of research 


formulated as the 


making a sound 
findings. These 
result of a recent study of the subject by 
the Association of National Advertisers 

1. Is the purpose of the research clearly 
and briefly stated early in the report ? 

The purpose of a marketing research 
study should always be clearly and briefly 
stated early in the report. The title of the 
report should reflect the purpose of the 


were 


study 

2. Was the 
used to answer the problem ? 

There are several types of marketing 
research, e.g., personal interviews, tele 
phone interviews, mail questionnaires, 
salesman's reports, analysis of sales rec- 
ords, panels, results of tests, diary records, 
One type of research produces 


proper kind ol research 


audits 
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more accurate results on a given kind of 
advertising problem than another type. 
The selection must be on sound 
judgment of the technical problems in- 
volved and how best to approach the de- 
sired respondent. For example, it is much 
better to determine buying 
habits direct from consumers than to sur 
vey them second-hand through dealers 

3. Who did and who paid for the 
rescare h : 

A research study is no better than the 
persons who conducted it. Thus it is 
highly important to evaluate their qualifi- 


base d 


consumer 


cations 

i. It there anything unusual or irregu- 
lar about the timing of the research? 

Timing is of the essence in all market 
ing research work. It has been given too 
little consideration. Many survey results 
are unintentionally colored by improper 
Unusual market conditions must 
To cite one example, and 


timing. 
be avoided 
there are hundreds, immediately follow- 


reduction is a poor time to 


ing a 
make a dealer survey on prices and dis 
ounts. Dealers are so disturbed by the 
losses they have taken on their inventory 
due to the price cut that they cannot give 


good sound opinions as to future price 


price 


and discount policies 
Was the questionnaire or repor 
form properly constructed to achieve the 
objectives ? 
It is easy unintentionally to develop 
biased questions or questions that will be 
misunderstood by the respondents. All 


questionnaires and report forms should be 


tried out on a small representative cross 
section group of respondents before they 
are used in the main survey 

It is not uncommon to make questions 
too general. Straight simple factual ques 
tions are best. Care must be used in 
opinion-ty pe questions to avoid getting 
rationalized answers rather than direct 
answers 

Be on guard for survey findings per 
taining to questions of pride, prejudices 
and confidential personal habits. 


Every marketing research report should 
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understood 
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has many 
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statement regarding the 

idies. It 
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is most 


tations of 


in line with 
we run into the familiar 
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Do not 
the pretations of 
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ite d 
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21 Yardsticks to Measure Sales Performance 


NE sound way to attack the problem 
O of rising selling costs and declining 
volume is to measure, at regular intervals, 
the effectiveness of your salesmen. This 
involves three basic steps: (1) Define the 

(2) 


salesman’s job Select from 
lefinition the controlling factors that de 


your job 
termine the yardsticks you ll want to us« 
(3) Collect the facts on which the yard 
sticks are and make provision for 
their regular assembly in the future. 

You can simplify the problem of job 
itting down in writing an 


based 


definition by p 
swers to the following type of questions 
list): 


(not an all-inclusive 


What do 
products 


(1) salesmen sell In 
dustrial 


sumer pro lucts ? 


your 

Durable goods? Con 

Non-durable goods? How 

Do all your men 

Do gress margins 

between products ? 
(2) Whom do l 


your salesmen sell 
lustrial consumers 


Domestic consut 
W holesalers Retailers 
(3) 


ing time 


long is your product line? 
sell all products 
differ widely 


your 


How do your men spend their sell 
Calling on retailers only 
retailers and wholesalers é 
Calling on other 
How does the aver 
break down, percentag: 


ing on 


ing on wholesalers only 
classes ot 


age salesn 


asers? 

in Ss tim 
wis 

(4) 

>I] . 

seniing 

junior 
] 


How 


time 


lo your men spend their non 
Demonstrating? Training 
Working with jobbers 
salesmen? Investigating complaints? 
(5) How lo you pay 


Commission or comm 


salesmen 


salesmen ? 
lrawing a 
Salary plus 


handle sale 


your 
ssion and 
count ? 

(6) 
penses 

(7) Where do your salesmen work? In 
a precisely defined territory In a general 
area? Do your men call only on 


types of customers ? 


Straight salary? 


How do you 


smens ex 


certain 


(8) Do you specify your salesmen’s tasks 
in any way? Sales quotas? How detail 


Number of calls? 


a salesman’s effective 
reduced to 


The measure of 
ness can generally be 
parative handful 

What f 


tomers b lj 


com 
, 

how m: of his cus 
the full line gross profit 
that his operations produc: 


How mut his 


volume 


doll ir or untt 
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be hel pt i] Interpr 


Where he sells—the markets that pro- 
duce the bulk of his volume. 

Whom he sells—what types of outlets, 
how many customers. 

How much he « compensation, ex- 
penses, time and cost of supervision, ad- 
vertising and promotion costs in his terri- 
tory, costs of servicing customers. 

The following yardsticks will help you 
ontribute most to 


erermin 


which men 


net protit 


1. Sales Volume per Customer, can be 
applied to any type of sales operation, 
with the exception of one in which a 
a @ne-time basis 


item is sold on 


erpretation: The higher, the better 


Gross Profit per Sales Dollar, ap- 
plies to any sales operation in which there 
s appreciable difference in gross margins, 
} 


by product line, and the 


salesmen either 
carry the full line, or more than one group 
yf items. Interpretation: The higher, the 
better 
>. Sales -Volume as a Percentage of 
Territory Potential, applies in the case of 
operations in which each salesman’s terri 
tory is Clearly defined geographically. If 
you have more than one salesman work- 
i, appraise their performance 
Interpretation: The higher, 
Costs per Sales Dollar, ap 
es, except sales operations 
in which the salesmen pay their own ex 
penses and if¢ on 


pensated on a straight 


ymmission basis. Even then a check on 
indirect selling costs per sales dollar can 
tation: The lower, the 
tter 

Sales Volume per Call, applies 
ipally in the case of salesmen who 
on retailers Interpretation: The 
the better. 
Sales Volume per Order, applies to 
ept those in which 
one-time shot. 
The higher, the better. 
Gross:Profit per Customer, applies 

where per cus 
the additional 


useful in 


sal Ss ope ration, ex 
ale is a single item, 


pretation 


sali Ss volume 
ed, with 
most cases 
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in which gross margins differ product 
Wise Interpretation: The higher, the 
better 

8. Number of Customers per Terri- 
Potential Unit, applies where sales 
volume as a percentage of territory po 
used. Warning: Be sure to 


number of 


tory 


tential c: be 
with total outlets in 


uned. Interpretation: In gen 


compare 
i 


the area exat! 


eral, a low indicates inadequate 


higure 
A high figure may be indicative 
ettort { o! Nos 4 


Voraye 
of wasted with 


ind 16 


pare 


' 
particularly 
Selling Costs per. Customer, applies 


No t an be 


figure is bad; too low-a figure may indi 


wherever used. Too high 


ite wasted eftort on the part of the sales 
with Nos. | and 4 
Calls 


(ase 


in. Compare 


LO Nut 
nil 


ppies except 


shot 


nber ol per Customer 
of the 
value, break this 


calls key 


customer! 


" in the one-time 


For maximun 


ardstick down two ways 
ustomer il d ills 
Depending on the type of oO tlet, the calls 
ild run 


other cus 


per 


px r other 


ustomer fl re sho 5 to 


per KC} 
alls 
Too 


ering 


times as high is the per 


low a nygure 


high l 


tomer Interpretation 


licates scatt too 


isually ind : 
figure can mean high spotting 
11. Numb 


lies ‘cs, 


Customer 


i KCCEp ( time shot 


‘Ph 
Ope ration 


| 
Li 
| 
i 


; , " res. repeat busine S< 
Interpretation: The hig 
check iyainst No. ¢ 

12 Gross Prohit 
Potential, appl 


APpiles 
hifference ctweel luct 


the better, but 


Percentage of Ter 
ritory primarily when 
mat 


The 


LrOoss 

pins ar pstal nterpretation 
higher 

) ; 

Percentage ol 

ront I \ produ t vross mar 


lifter appreciably, use this instead of 


k on) No. 4. Interpretation 
} eer 


highe 


product gross margins differ, use this 
figure to check No. 6. Interpretation: The 
higher, the better 

16. Selling Costs per Territory Poten- 
tial Unit, applies, at least in part, to any 
Shows the investment in po- 
Interpretation: The way 
the 


indicate 


ope ration 
tential business 
oft-the-average ones to 
look for. Too low 
opportunities; too high a figure can mean 
a profit leak. Warning: The reliability of 


this yardstick depends on the accuracy of 


ngures are 


may missed 


your potentials 
17. Number of Calls per 
Potential Unit, applies to almost any op 
thoroughness of 
Interpretation 


Territory 


eration; indicates the 

prospecting and coverage 
The (on the low side) 
is the to watch for. Warning: Com 
pare only similar territories, remembering 


that city districts will usually run a higher 


out-of-line figure 


Onc 


igure than rural areas 

18. Number of Orders per Territory 
Potential Unit, applies when you use Nos 
8 or 17. Interpretation: The higher, the 
but check the result against No. 6 


ho 


better 
19. Selling Costs per Call, applies ex 
ommission sales 


Even 


ept in the case of the 


man own 


his expenses 
Interpretation 


Too low 


Ww ho pays 


then, it has some valuc 
In general, the lower, the better 
a figure can be a danger signal, for it may 
indicate indiscriminate doorbell ringing 
Check against No. 5 

20. Selling Costs per Order, applies 
to all except a very few operations Inter 
What youre after here is a 


hgure High 


| retation 


nN idway 


per-order selling 


osts can he dangero S Low per order 
osts may a flock of two-bit busi 
ness. Compare this yardstick with No. 6 

21 Number of Orders per Call, ap- 
plies particularly when you re trying to 
broaden the distribution 
Interpretation: The higher, the better; but 
heck Nos. 6 and 20 

Because figures su 
misleading 
them in the light of background in the 


industry, knowledge of the 


indicate 


base of your 


igainst 
\ irdst ks 
examine 


h as these 


| 
an be unicss you 
sales 


the 


style of 


operation and_= the pers nalities of 


The Management Review 





salesmen involved, you'll want to bear 
these points in mind in setting up your 
own measures of salesmen-effectiveness 


(1) Don't gloss over the job of defin 
ing what you want your salesmen to do 
in your eagerness to see how they've 
If your salesmen haven't been told 
in specific terms, what their job is, you 
wont want to bear down on them for not 


having done it 


done! 


(2) At the outset, lean over backward 
to keep your yardsticks few in number. 
(3) Accentuate the positive! Use your 
yardsticks to spot plus performance; find 
out the why and the how of your above- 
average men; apply those findings to the 
rest of the gang and watch your total 
performance climb! 
By Louis T. MONTANT, JR. Printers’ 
Ink, July 22, 1949, p. 24:3. 


Since 1940... 


[| the past decade 


1314 million old customers have 


Over 17 


Over 30 million babies 


} 


i¢ 
million marriages have taken place 


nave been born 


Over one-third of all present families in the U. S. have been formed 


f the 140 odd million people in the | 


Sixty-three per cent do not r 


cent do not 


Fifty-two pet 
White House 

Forty-eight per cent do not 
World War Il 


Forty-four per cent are 


narket in which they can buy 


Obviously, that “new” buying publi 
its getting more impertant every day 


Comment: D 


reme! 


rem 


consc1ous 


what they 


today 
ber World War | 
ber a Republican administration in_ the 


mber what conditions were like before 


ly experiencing for the first time a-trec¢ 
from normal assortments 


want 


| 


pretty big hunk ef the total market, and 


Pep Up Sales Meetings 


MAJOR problem in planning sales clinics is fin 
A | em pla g ¢ 


participate 


do at least some of the 
was used to get salesman participation 


an holding the 


It is important because an effective 


talking. At a recent 


Lewyt distribution clini 


number indicated by the 


ling ways to get the 


salesmen to 
clinic is One in which the salesmen 


a roulette wheel 


A question was posed, the wheel spun, and the 


wheel was asked to answer the question 


Advertising Agency, Inc.) 10/4 
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AMA MARKETING 


CONFERENCE 


{ conference of marketing executives will be held by the 
dmerican Management Association on Thursday and Friday, 


March 16 and 17, 1950, at the Hotel Statler, New York City. 
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How to Package for Improved Salability 
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Can it be handled on present packaging 
equipment, with only minor changes? 
Will an investment in new packaging 
equipment cut the cost of the operation, 
save time or labor? 

And is the material the cheapest that 
can do the job? 

Checking these points before redesign- 
ing a package is important—there’s no 
use familiarizing the sales force and the 
consumer with a new package that will 
have to be discontinued for any reason. 
Many companies contemplating package 
design changes go in for as extensive ac- 
ceptance-testing as they do for a new 
product. 

A less glamorous but more practical 
phase of packaging is in packing for 
greater protection. 

Design for good protective packaging 
begins with analysis of the handling the 
product gets, both inside and outside the 
plant, right down to the consumer. 

Before deciding that your packing job 
is the last word in protection, check these 
points: 

1. Are there specifications for each item 
of packaging material ? 

2. Are there facilities, in the plant or at 
a commercial laboratory, for checking sup 
plier conformity to specifications ? 

3. Does the packing conform to carrier 
regulations, like Rule 41 of the railroads? 

4. Is the package adequate to meet the 
type of handling it will get, such as con 
veyors, pallets, fork trucks, at plant and 
distributor warehouses, and is it adaptable 
to new handling developments? 

5. Are your salesmen, distributors, and 
dealers thoroughly briefed on how to handle 
the package and advised of new equipment 
which will accommodate the packaging 


best ? 


Rate Your 


T is almost always difficult for an ex- 

ecutive to look at his package objec- 
tively—the way the consumer sees it. Yet 
this viewpoint is needed to discover areas 
for improvement. In today’s marketing 
setup, display is becoming increasingly 
important; self-service and impulse sales 
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6. Is the package size adaptable to high 
stacking and display bins and shelves ? 
Is it properly marked, if fragile or 
requires special handling? 


Things to guard against: 

1. Is package too full, so it bulges and 
may break ? 
there is waste 


collapsing 


2. Is it underpacked, so 
and the possibility of 
under hard handling? 

3. Is it odd-shaped, so that it is hard to 
stack and takes up a_ disproportionate 
amount of space ? 


space, 


Hand in hand with greater protection 
goes economy in packaging. Under the 
impetus of falling prices and sharper com- 
petition, distribution costs in general and 
packaging in particular are undergoing 
some thorough scrutiny. 

Forcing the issue are freighi rates, still 
on the way up. Packages that give as much 
protection but take up less space or weight 
are being sought as avidly as a movie 
star's autograph. 

The whole trend is to lighter-weight 
materials—witness the growing trend to 
solid fiber and corrugated cases even for 
export shipments. Container sizes—to fill 
freight cars completely without wasting 
space—are being re-examined. 

Not solely a matter of cheaper mater 
ials, package economies can come from 
the type of packing equipment used. 
Champion Spark Plug, for instance, has 
gone from a cheaper to a more expensive 
wrap because the latter, in addition to 
being more attractive, can be wrapped 
automatically rather than by hand. 

Modern Industry, July 15, 1949, p 


be ep 


Package 


are growing; preferred shelf and counter 
space are at a premium. As a result, your 
package, more than ever, is among your 
best salesmen 


A package rating chart, devised to pro- 


vide an objective vantage-point from 
which your package may be evaluated 
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was issued recently by Lippincott & Mar 
gulies, Inc.* This chart, which is repro 
duced here, will be found most valuable 
when you compare your package with. its 
competition at point of sale. No rating 
chart, of course, is equally applicable to 
all packages. Questions raised here pat 
ticularly govern packaging for over-th 
counter merchandise. 


Fitt Aver 


After you have rated each factor, total 
the. score of your package to see if it beats 
the average of 80 per cent, of is among 
the leaders at 90 per cent or better. 

With improvement, it is not unsual for 
low-score pac kages to realize a 10 per cent 
this, without any extra 
investment. 


increase in sales 


idvertising of 


promotional 
Such an increase often means a growth 


n protits of from 20 to 25 per cent 








AMA NATIONAL PACKAGING CONFERENCE 


The American Management Association’s 19th National Ex- 
position and Concurrent Conference on Packaging, Packing, and 


Shipping will be held April 24-5-6-7, at the Navy Pier, Chicago. 


AND EXPOSITION 








FPINANGIAL 


MANAGEMENT 


Efficient Planning for Budgeting 


UDGETING is planning. Behind 

every item in a budget, except taxes 
and other external factors, there is a 
responsible individual and his purposes 
To spe ak of the behavior of accounts 
as many do, is to look at the shadow anc 
The 


motives and 


substance 


their 


overlook the figures mere 


ly mirror men thet 
responsibilities Hence each figure should 
tie in directly with the individually as 
signed responsibilities of the executives in 
all the from. th 


president or managing director to the zon 


the organization, way 


sales managers and department supervis 
ors. Fundamentally, then, what budgeting 
planning, in terms ot 


human be 


amounts to 1s this 


money, the activities of each 


ing in the particular enterprise or institt 
bud get is 


tion for which the 
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Ethcient planning of budgets requires 
oordinator—a man to whom is assigned 
the responsibility for fitting together into 
: completed budget all the proposals of 
The coordinator 


turn. 


the company s executives 
1 
il] with cach executive in 


Ww conter 
Aside from sessions with the president or 
alone, every budget 
onference attended by two 
executives: (1) the man directly respon 


sible for the under 


director 


AnNAaAPINY 


should — be 


speci items con 


sideration 2) his immediate 


Eve ry 


one ror 


illowe d 


least equal and should exceed expendi- 


superior 
two sides 


other tor 


budget must have 
estimated receipts, the 
expenditures Receipts must at 
res. Though it is seldom possible to 

mine exactly the amounts to be 


i business enterprise, the re 
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sults are sometimes surprisingly accurate 
The Bausch & Lomb Optical Company of 
Rochester, N. Y., sells.a range of prod 
ucts that than 40,000 varie 
Edward § 

for many years 


ts tron ile 


covers more 


ties LaRose, its controller, has 


forecast the company s 


re Cl} 


larg 


s with a deviation seldom 
than per cent. Here’s how he 
ils for bi 


5 igeting 


; 
rhi 
nal business growth, 
ular trends 


new produ a 

easing your goals in areas 
In ler-absorbed 

seasonal trend of sales by 


8. Beat depression by 


vertising and in 
where potential 

9. Know y 
products 

10. Devel 
and dollars 
district, trading ar 
tomer 


budget in both units 
product, month 


ran h 


1p a sales 
by | of 


salesman, cus 
income 


Efficiency in budgeting sales 


in be 


be attained only by planning for the 
future light of pe 

all past experience must be projected ito 
the future 
imagination 
judgment of futu 


shall pl in 


in the st experience, but 


with circun spection, and with 


based on our present best 
e developments. Other- 
wise we to travel in a circle 
when we ought to be heading off into new 
ind different paths 

Like 
travel in 


Henri 


once set a procession ol 
| 
ing around the edge of flowerpot, where 


processionary iterpillars, we may 


1 circle until we perish. Jean 


Fabre, the great French naturalist, 


aterpillars crawl 


they ontin lessly round and 


round until they from starvation 


point innoft | too strongly 


nd lowing of past exper 


ence has been the beginning of the end 
tor many an enterprise. 

In an established business, the best basic 
source of data is the careful codification 
of salesmen’s experience and opinion. 

Lacking basic data from salesmen or 
other first-hand information on potential 
markets, recourse must be had to market 
surveys or even as a last resort to edu- 
ated guesses by sales managers. 

In arriving at estimated sales income, 
allowances must be made for the custom- 
ary deductions from gross sales to arrive 
at net sales, namely: trade discounts; cash 
freight and other delivery 
allowances; customer returns; salesmen’s 
and brokers’ commissions. 

On the opposite side of the industrial 
budget, allowances for expenditures 
should be kept enough below budgeted 
receipts to leave a margin of safety in 
normal times over and above the profit 
that is requisite to maintain the company’s 
financial strength. Building up financial 
reserves during periods of good business 
is necessary for there are bound to be set- 
backs when will be life 
savers for the enterprise 


discounts: 


such reserves 

In budgeting out-go, previously de- 
termined or non-controllable costs must 
first be deducted from anticipated income 
to discover how much income will be left 
for other purposes. Expenditures will then 
logically fall into four classes, each of 
which should be dealt with in turn: 

a. Periodic expenditures—Predeter- 
mined. These include but are not limited 
to 

(1) Interest on indebtedness; (2) prop- 
erty and franchise taxes; (3) sinking funds 

and other types of debt amortization; (4) 

heat, light, other service expenses; (5) cost 

of maintaining physical plant of the com 
pany in repair 

b. Production « ts—Predetermined. 
The step in planning budgeted 
expenditures is to approximate as closely 
as possible the uncontrollable out-of - 
of producing the goods or 
services that the enterprise must have in 
order to meet its budgeted sales. If these 
estimates prove wrong subsequently, the 


second 


por ket costs 


budget must be correspondingly revised 
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or the divergence prices must be in- 
corporated in a supplementary budget to 
be superimposed directly as an addition 
to the cost of sales of the products affec- 
ted. At the preparation of the 
original budget, however, the out-of- 
pocket unit costs are projected in the light 
of the then known facts. 

Production costs—Controllable. In 
contrast with non-controllable out-of- 
pocket unit costs, many other production 
costs fall strictly within the scope of cur- 
rent control through budget allowances. 
Poor workmanship or inadequate super- 
example, will produce de- 
fective products that will have to be 
reworked, repaired or scrapped. Machine 
breakdowns, employee absences, extremes 
of weather, and casualties will also entail 
payments for lost time. While none of 
these happenings can be specifically fore- 
seen, they bound to occur, and pro- 
vision for their irreducible minimum must 
be included in the budget. 

Unit production costs are there fore 
computed by adding together these ele- 
ments 

1. Material costs: Quantity as specified 
with additional allowances for waste and 
defects, multiplied by anticipated price; 

2. Production labor costs: Minutes or 
hours of workmen as prescribed, with allow- 
ances for absorbing lost time, re-work, and 
other inefficiencies ‘multiplied by the prevail- 
ing wage rate plus an upcharge to cover 
overtime, shift, and vacation bonuses, social 
security taxes, welfare contributions, and 
premiums for compensation and other lia 
bility insurance that are based on the pay 
of the workmen; 

_ 3. Other out-of-pocket unit costs: Power 

uel, water, steam, and air consumption; 
utting tools; lubricants, et 


time of 


vision, for 


Total production costs are obtained by 
multiplying the unit costs of each product 
by the budgeted output of such products 

d. Periodic expenditure Controllable 
Once production costs have been estab- 
lished, the next step is to arrive at allow- 
ances for the periodic costs of factory 
operations. These include supervision, 
service, certain supplies and maintenance, 
as appropriate for the budgeted volume 
of production. In determining such allow- 
ances for supervision and service, the rule 
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should be, unless betterment of quality is 
at stake, never to spend a dollar for either 
that will not save more than a dollar of 
direct labor or material costs. 

Projected costs for supplies and other 
incidental expenses ordinarily should be 
based on their past relation to direct labor 
hours or productive machine hours, ad- 
justed for price changes but modified to 
fit the needs of current changes in re- 
quirements, anticipated price fluctuations, 
and the limitations of current income 

Upkeep of machines and equipment 

be budgeted with fair accuracy only 

by a physical survey of the probable 

laintenance necessary for each machine 

so unit of equipment in use at the be- 

ginning of the budget period or to be put 
into use during the period. 

All these items of controllable periodic 
costs should be budgeted to correspond to 
the projected production but under a 
scale of allowances that indicates how 
they will in or decrease, as current 
productive activity goes up or down. 

Finally, but far from least important, 
omes the budgeting of general selling 
and administrative and collateral expenses. 
This must be performed in the rarefied 
what for want of a better 
name company “policy.” Princi- 
pal items of controllable periodic costs 


crease 


utmosphere of 
Is called 


within this class are: 


Salaries and expenses of major executives 
and their staffs; executive incentives and 
other bonuses; professional services; adver- 
tising; research and development; contribu- 


tions 


Final approval will scarcely have been 
the completed bu idget before 
unanticipated developments will require 
For this reason the co- 
or of the budget will have a con- 


affixed to 


its modification. 
ordinat 
tinuous job. Flexible allowances to syn- 
chronize with fluctuating activity will be 
built into the original budget, so far as 
possible, to provide elasticity without loss 
control. Variances between budgeted 

tual sales and expenditures will be 
ight out in the accounting returns for 
each pe riod, raising a question as to why 
the responsible executives have not been 


and 


bro 
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able to accomplish planned results. When 
such variances are found to be due to un- 
avoidable conditions, the budget must be 
revised to incorporate their effect. If the 
revisions are drastic and far-reaching, they 
may require a reissue of the budget. For 
the most part, however, they may be con- 
veniently and effectively dealt with by 


means of a simple form on which may be 


indicated any requests for an extra budget 
allowance, together with a statement by 
the department requesting the allowance 
as to why the expenses involved should 
not be charged against its original allow- 
ance. 

By CHARLES C. JAMES. Advanced 
Management, September, 1949, p. 107:7 


Small Business Can Pay Pensions 


NE of the biggest headaches for the 
small business man today is ‘What 
done about for em- 
It is no longer solely a matter 
of social-consciousness. With retirement 
plans popping up all over in the big com- 
panies, the little company can feel the 
pressure already, or see it coming. With- 
out an answer, it's becoming increasingly 
difficult to get and hold good workers. 


can be pensions 


ploye es? 


But what can the small business man do 
when he has a number of long-time em- 
ployees and no great cash reserves to take 


care of their past service? When, even if 
he could afford to undertake a retirement 
right now, he can't blithely 
himself to high cost in the 


program 
commit 
future ? 
Happily enough, the problem is far 
A number of small firms 
have found solutions. They're using sev- 
eral methods and even combinations of 
methods that are proving practical and 
effective. And among them is one that’s 
called the deferred profit-sharing plan. 
For example, a small New York towing 
company has among its employees a few 
with three or four years’ service, several 
with 15 years and more, some quite 
young, others well along in years. Under 
the plan, the company ea h year puts 10 
per conl of net profits into a trust fund. 
No | no contributions to the fund. 
A bank serves as trustee, 
and 
administ 


from hopeless. 


srofits, 
accepting and 
holding it in 
commit 


investing the money 


trust. There's an rative 
tee of three employees and two company 
officials. At retirement or after age 65, 


the money accumulated for each employee 
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can be disbursed to him over a period 
of years. Or the committee can use the 
cash to buy a single premium, paid-up 
annuity for him. 

Each employee's share of the total an- 
nual contribution to the fund is fixed by 
a simple formula. He gets a unit of 
credit for every $100 of his salary, plus 
another unit for each year of service. 

The plan can qui alify under the Internal 
Revenue Code for tax advantages. The 
employer can deduct from his taxable in- 
come any contribution to the fund that 
doesn't exceed 15 per cent of the total 
compensation paid to employee partici- 
pants during the year. And if, in one 
year, he cannot contribute up to 15 per 
cent, he can carry forward the difference 
to increase his permissible deduction in 
subsequent years. 

Certainly the plan is no panacea. Usu- 
ally it doesn’t provide as much income as 
would be ideal for employees who have 
only a short time to go before retirement. 
Yet some provision is better than none at 
all. And there are various ways, in addi- 
tion to the one already mentioned, for 
giving recognition to length of service. 

Another formula, for instance, is to 
add 5 per cent of the compensation for 
each completed full year of service in 
excess of one year. That way, a 21-year 
employee gets ‘twice as much retirement 
income per dollar of compensation as a 
one-year man in the same salary bracket. 

However, if such a provision is used, it 
must be approved by the Treasury De- 
partment for tax deduction purposes each 
year. For this reason, many employers 
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make the allocation strictly according to 
compensation, which does reflect to some 
degree the element of long service. 

A second method also increasingly pop- 
ular with small companies is a funded 
pension plan on a money-purchase basis. 
It works like this: The employer decides 
to put into a trust fund a definite per- 
centage of his payroll instead of part of 
his profits. Usually the figure is between 
5 and 10 per cent. Each employee is 
credited with his proper share and, at 
retirement, money accumulated for him 
can be distributed in instalments or can 
be used to purchase a paid-up annuity for 
him 

The employer can credit past service at 
the same rate as future service or at a 
slightly lower rate. But the crediting is 
done “from now on,” with no need for 
a bulk cash outlay at the start of the plan. 
For example, an employee of 50, with 
many years’ service, makes $3,000 a year, 
is due to retire in 15 years. His total 
past earnings have been $75,000 and, in 
this particular plan, both past and future 
services are credited at 10 per cent. 

For the first year, then, the employer 
deposits $300 for this man’s current year's 
service (10 per cent of $3,000). He has 
15 years in which to amortize the $7,500 
(10 per cent of $75,000) for past service. 
That requires $500 a year. So the total 
fund contribution this year for this em- 
plovee is $800 
The plan puts a fixed burden on the 
employer. Yet many employers find it 
practical because it is simple to set up and 
to operate. No actuarial calculations are 
required. The employer knows exactly 
what his costs are going to be. As older 
employees retire and new ones take their 
place, costs come down since only current 
service contributions have to be made for 
new workers. 

The money-purchase plan can be used 
in combination with deferred _profit- 
sharing, and many small firms are in- 
stalling the combination, making their 
fixed cost—percentage of payroll—under 
the money-purchase phase small. 

Under the Internal Revenue Code, the 
employer who combines the plans can de- 
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duct from his taxable income in any one 
year any contribution to the fund which 
doesn’t exceed in amount 25 per cent of 
the regular compensation paid to plan 
members. If he puts in an excess amount, 
he can deduct it in succeeding taxable 
years so long as the carried-forward 
amount plus the amount actually paid in 
such a subsequent year doesn’t exceed 30 
per cent of employees’ compensation. 

Still another thethod, with a different 
basic concept, is open to the small com- 
pany. This is a true retirement plan that 
provides a definite retirement life income 
benefit. Such a benefit can be obtained 
through an individual retirement income 


contract available from many life insur-~ 


ance companic Ss. 

The different concept is this: Under 
the profit-sharing or money-purchase plan, 
the amounts set aside determine what 


benefits employees are to receive But 
under the definite-benefit type of formula, 
the reverse 1s true. 

Here, the employer decides on what 
rate of benefit he wants to pay his em- 
ployees on retirement in relation to their 


individual compensations. He may, for 
instance, determine that retirement income 
should be an amount equal to 1 per cent 
of the individual's current or final salary, 
times the number of years’ service. 
Then he appropriates an actuarially fixed 
amount of money to purchase that benefit. 
The individual annuity contract bought 
by each eligible employee is held by the 
trust. The contract usually contains a life 
insurance element as well, most life in- 
surance companies issuing such contracts 
without life insurance only for employees 
who cannot pass a physical examination. 
If you're interested in setting up a fre- 
tirement or other benefit plan for your 
employees, how can you proceed ? 
1. The first requisite—and a vital one 
is the realization that no one plan is 
automatically best for you. The most 
effective plan can be arrived at only after 
thorough study. It must be based on the 
requirements of the individual employer- 
employee group. It must take into con- 
sideration such factors as past earnings 
records and future outlook, number of 
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employees and their and salaries. 
I 


Alternatives must be investigated and even 


iges 


ombinations considered 

2. Get expert help. 

3. Work up, or have worked up for 
you, a plan designed to fit your situation. 
If you decide on a fixed-commitment type 
of plan, remember that it’s advisable, even 


ut the sacrifice of some values, to keep 
the outlay at a rate in relation to payroll 


that you can reasonably expect to carry 


in good times and bad. For, if a pension 
plan is discontinued within a 10-year 
period from inception, tax liabilities may 
be retroactively incurred unless the em- 
ployer can prove that discontinuance is 
caused by ‘“‘business necessity.” And so 
far the Bureau of Internal Revenue has 
not stated just what constitutes business 
necessity beyond insolvency or bankruptcy. 
By LAWRENCE GALTON. Nation's 
Busine September, 1949, p. 29:7 


Buy Stocks if... 


OT any money? No? Well, maybe 
G just a few thousand dollars tucked 
that you don't need for several 
years? If so, it will do you no harm, and 
it may do you good, to think about buying 
Even on a small scale 
a fair chance 


aWay 


some good stocks 
you can do it, and there's 
that you can make a little money. 

Yes, there’s risk in it, but you don’t 
need to hiss when you say the word 

risk Risk is one of the basic facts of 
life, and you can't escape it in anything 
you do. But at least you can accept it and 
take it in your stride. 

Stocks have a hangover of a bad repu- 
tation. People remember the time, before 
the Great Crash of '29, when excessive 
whoopee made poor stocks seem like good 
stocks. This is still possible, for stocks 
and dealers in stocks wear no halos. But, 
after all, the business has been cleaned 
up fairly well, and now it is sober, a bit 
humbler, and reasonably responsible. 
Twenty years have made a great dif- 
ference 

To buy stocks is not exactly in style 
these days. The style is more on the side 
of government bonds, or other bonds, or 
These are secure. They involve 
They are like the freezer that 
keeps the contents but that’s all 

Why are peopl leery of stocks? The 
rreat deterrents to buying stocks are: 
lack of knowledge; fear. 
Thousands of familics have been inter- 


viewed on the subject by the Federal Re- 


savings 
no risk 
sare, 


two 
Ss ond. 


first. 
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serve Board. It was put to them this way: 
Suppose a man decides not to spend all 
his money. He can either put it in a bank 
or he can invest it. What do you think 
would be the wisest thing for him to do 
with the money nowadays—put it in the 
bank, buy savings bonds with it, invest 
it in real estate, or buy common stock 
with it? Why do you make that choice ?’ 
The score: 
For 
Savings bonds 
Bank deposits 3 % Safe, not 


Real estate . 
Common stock 


Safe, not a gamble.” 
a gamble.”’ 


Against 
Common stock o ef “Not familiar with, not 
safe.”” 
“Price too high.” 
“Interest rate too low.” 


Real estate .... 
Bank deposits 
Savings bonds 


Not everyone polled expressed an 
opinion on each class of security. 

Even among men and women with in- 
comes of $7,500 or better, two-thirds said 
they wanted their investments to have a 
fixed Stocks, of course, have a 
fluctuating value. 

Some brokerage houses, noting that a 


value. 


great many people are unfamiliar with 


stocks, have begun campaigns to explain 
the subject to the public. Most spectacular 
example is that of a chain brokerage firm, 
Merrill Lynch, Pierce, Fenner & Beane 
(commonly known as MLPF&B), which 
started a series of educational advertise- 
ments about investments. The firm first 
ran a full-page ne wspaper ad, “What 
everybody ought to know about this stock 
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and bond business."’ The ad undertook to 
answer such questions as: What are com- 
mon stocks worth? How do you do busi- 
ness with a broker? 

Free material on how to invest 
offered to readers. The first week brought 
4,000 re quests. 

Said the advertising manager of the 
firm, Louis Engel: 


was 


The results show that most people aon t 
subject is com- 
Plenty of busi 
affairs are un 
admit it 


invest in StOCKS because the 
pletely unfamiliar to then 
ness executives and men oO! 
informed too. They don't 
so they don't buy 


like to 


Next to ignorance, fear is the greatest 
deterrent to investing in stocks. Although 
most of the old evils of manipulation 
have been abolished by the Securities and 
Exchange Commission, many people still 
think that buying stocks is like playing 
horses 

People want security. People are saving 
about 8 per cent of their income, com- 
pared with 4 per cent prewar. But almost 
every cent of these savings is going into 
something “safe.”’ Here is where people 
have put their savings during the past 
eight years: 

82 billion 
7 billion 


Currency and banks 

Savings and loan associations 

Insurance and pensions $54 billion 

LU. S. government bonds $59 billion 

Corporate securities Less than $ 2 billion 

Why buy stocks? There are two rea- 
sons: One, if you buy wisely you can 
probably make more money in common 
stocks than you can in something ‘‘safe.”’ 
Two, the country needs your surplus 
money for risk capital. 

What are the chances of making money 
in the market? Nobody ever knows for 
sure. The market can go up or down. 
But the probabilities, based on experience, 
are that good money can be made over a 
period of years from carefully selected 
investments. r 

That doesn’t mean doubling your 
money in six months. It means getting 
an average return on investment of, say 
6 to 10 per cent 

Contrast stocks and savings. What 
would have happened if on the first of 
every month for the past 20 years you had 
invested $50 in a group of average com- 
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mon stocks? Compare this with what 
would have happened if you had put the 
money into U. S. Series E savings bonds, 
or the equivalent, paying 2.9 per cent 
interest compounded semi-annually. 

For a list of average stocks, take the 30 
used to compute the widely known Dow- 
Jones Industrial Average. A 20-year in- 
vestment in savings bonds at $50 a month 
would now be worth $13,328, and you 
would have received $2,000 in interest. 
But the same investment in the Dow-Jones 
Industrials would be worth $15,933, and 
you would have received $8,317 in divi- 
dends, a total of $24,250. 
investment, of could 
easily have lost you part of your capital. 
Not everybody invests wisely. The mar- 
ket is always a risk. 


Unwise course, 


Business today needs risk capital. Tra- 
ditionally, firms have been able to sell 
ownership in the form of stock to people 
willing to take a risk for the possibility of 
gain. But today the public turns up its 
nose at good dividends from big com- 
panies, and smaller or newer firms don't 
have much chance to get risk capital. 

Could you be a wise investor? Invest- 
ing requires care. You might brush up 
on how to read a financial report and the 
meaning of phrases like “price to earn- 
ings ratio” and “book value.’’ Maybe pay 
a little more attention to financial news. 
You probably spend over 40 hours a week 
at your job so you won't have too much 
time to study. But read a book or two. 

Then get advice. You will want to 
make your own decisions, but first get the 
viewpoint of an expert. Talk to your 
banker. If you live in a large town, there 
will be a broker whose judgment may be 
pretty good. 

Buy for the long pull—that's the fash- 
ionable advice today. One able invest- 
ment counselor, Lew G. Coit of Washing- 
ton, D. C., points out that even the “‘ex- 
perts’’ can't spot the peaks and valleys in 
stock prices until they have gone by. He 
believes the smaller investor is better off 
investing his money as he acquires it in 
the stocks of well-managed, growing com- 
panies, rather than trying to buy and sell 
frequently as a trader does. 
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I 
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Company Pension Practices: A Survey 


yyw question of retirement for manu- 
facturing employees is pistol-hot to- 
day. Company executives throughout the 
country are examining and reexamining 
the position of their firms, and trying to 
judge just what impact the policies finally 
adopted by the basic industries will have 
on their operations. 

The Bankers Trust recently prepared 
charts (published in The New York 


Times) covering 5,000,000 of the na- 
tions 51,441,000 non-agricultural work- 
ers who share in private pension plans. 
Here 


pet entagewise: 
A 


is what they show broken down 
Management pays all 
ost, 55.5 per cent; employees share cost, 
39.4 per cent; employee may supplement 
management contributions, 2 per cent; 
employee pays on earnings over $3,000, 
3 per cent. 

Of course the policies of the larger 
dominate this picture. For many 
of the thousands of small industrial plants 
in the United States, pensions for em- 
ployees are financially out of the ques- 
And, trend or not, there is this to 
remember. No union, regardless of its 
strength, can compel an employer to 
adopt a pension plan unless he is eco- 
nomically able to meet the mounting 
liability and remain in a competitive po- 
sition. It would simply mean bankruptcy. 
During the decade of the fifties, how- 
ever, if current events are any indication, 
the pension problem will be up for 
management solution. 


tory 


nirms 


tion 


Management should study the question, 
whether or not it expects to answer it in 
the immediate future. For one thing, if 
realizes that in its present 
ircumstances it cannot undertake the ex- 

ense of such a program, and also be- 

ves that pensions will be an issue next 
time there are contract talks, this might 
be forestalled by an intelligent program 
explaining to its employees why such a 
ommitment is impossible for the time 


ompany 


being at least 


In the final analysis, each company’s 
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approach to the pension problem will be 
governed by its own human relations phi- 
losophy and the various pressures—union 
and community—that affect it. In the 
belief that a look at the pension policies 
of other companies would be a valuable 
guide to practice for those employers now 
studying the pension question, The Asso- 
ciated Industries of Cleveland recently 
surveyed 39 representative companies in 
the Cleveland area employing more than 
42,000 persons. 

The pension plan covered both shop 
and office personnel in 35 companies; 
office personnel only in four. Plans cov- 
ered a minimum of six employees to a 
maximum of 6,534; in all 39 firms, a 
total of 27,249 employees were covered. 

Answers to the question, “What is the 
average age of all employees included in 
plan?’’, were as follows: 
2714 years to 45 years 22 companies 

(Remainder did not report) 
Weighted average of ages of 

employees of reporting firms 

(22 companies employing 

21,502 persons) 36.5 years 

Some of the other significant questions 
asked in the survey, and the replies re- 
ceived, are presented below. 

Are benefits based on total earnings or 
only on earnings in excess of $3,000, the 
Federal social security limit? 

Total earnings, 30 companies; one com- 
pany did not réport. The other eight 
firms gave the following replies: earnings 
in excess of $3,000; average monthly 
earnings during last year of employment; 
salary at retirement: years of service only; 
matches Federal social security; base rate 
at time of retirement; judgment of man- 
total earnings up to $2,100. 


agement 
< } } ‘ 
contributor) or u holly fi- 


7 


J 4 aA 
the company: 


€ 
NaANCea by 


Contributory, eight companies; wholly 
financed by company, 31. 
If contributory, what percentage of to- 
premiums does employee pay? 


Four of the eight firms having con- 


di 
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INSURANCES 


An Economist Looks at Pensions 





should be solely the concern of the Fed- 
eral Government. There are pros and 
cons for each view. If all pensions were 
handled by the Federal Government, the 
plan would be uniform for all those 
covered. The contributions by the em- 
ployer and by the employee would be 
alike, as is provided for under the present 
Social Security Act. It is argued that there 
would be ‘greater mobility for the indi- 
vidual employee, since he would take with 
him the rights to his pension if he 
changed employment. It would also give 
him assurance that the pension would be 
paid no matter what happened to the 
company for which he was working. 

There are aiso economic factors to be 
considered. If adequate pensions for all 
workers in the country were provided 
under a government plan, the tax revenue 
derived from this source would be con- 
siderable, at least in the initial stages. 
The use of this money by the government 
could exercise a substantial influence on 
the economy of the country. The govern- 
ment might use the Social Security reve- 
nue to meet current deficits, in which case 
there would be no great inducement to 
balance the budget. 

On the other hand, if pension plans 
embracing all employees were handled by 
the corporations themselves or by banks 
and insurance companies, this might also 
create a number of serious problems. This 
would further aggravate the investment 
problem of institutional investors includ- 
ing those who administer pension funds 
In my opinion, those who argue for a 
single government pension have lost sight 
of the basi ' a pension. An 
adequate pension is not an inalienable 
right created by a minimum amount of 
work for a minimum period of time for a 
great many different employers. Rather a 
pension should be earned by faithful and 
a fe ward 


purpose ot 


continuous service; it should be 
for that 
which permits the re ipient to live out his 
ind with a 


service period of time 


over a 
nproductive years in dignity 
measure of independence 
Thus 
rable. I 


") nt ner 


pe 


ompany pensions are mor de- 
] 


believe, than a single govern 


Sif 


sion for the following reasons: 
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1. The company will receive some 


credit for its contributions to the plan 
(Contrast this with the fact that there are 
relatively few employees in the country 
who have any appreciation of their em- 
ployers’ contributions to their Social Se- 


curity. ) 

2. Company pensions can be tailor- 
made for the particular company and in- 
dustry. In the long run, the individual 
should benefit more from a plan adopted 
and administered to fit his own needs. 

3. A single government pension could 
become a political football with benefits 
determined more by political than eco- 
nomic considerations. 

The other question that arises is 
whether or not employees should con- 
tribute to the cost of their pensions. Many 
arguments have been advanced to support 
both views. The contributory system has 
certain advantages. In the first place, the 
individual employee knows he is con- 
tributing to the pension fund. Hence, he 
is likely to appreciate the benefits more 
than if they were given to him without 
any contribution on his part. Second, 
there is less chance of constant demands 
for increases in pensions if employees 
contribute toward the cost of the plan 
If the employees wish to increase their 
pensions, they will also have to increase 
their contributions, and many of them 
might not be willing to do so. 

In the case of the contributory plan, 
however, the contribution of the employee 
is not deductible from his taxable in- 
come. The employee therefore has to pay 
taxes on income from which he receives 
no immediate benefit. It would be better 
if the tax law were changed so that pay- 
ments by individuals toward their pen- 
sions were tax-deductible as they are in 
Canada. The tax then would be payable 
when the individual begins to receive his 
pension 

In addition, the fact 
overlooked that pension plans are expen- 
production costs. In 


should not be 


sive, and increase 
effect, they might be considered as wages 
except that they are deferred both as to 
as to taxability to the em- 


yment and 


1 
pioyce 





Social Security was intended to provide 

If the employees 
basi 

they should be will- 
toward the 
Their contributions do not rep- 
reduction in pay, but savings 
which will return to them whether they 


only minimum benefits 
than the 


ipon retirement 


desir« necessities of 
life 


ing to 


more 
contribute increased 
be nents 


resent a 


retire, die or leave the employer's service 
before retirement 

By Marcus NADLER. Reprinted 
from Central Hanover Pension Bulletin, 
November, 1949, published for Central 
Hanover Bank and Trust Company, New 
York, and copyrighted 1949, by Prentice- 


Hall, Inc. 
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Fidelity Bonds Mean Indemnity for Employee Embezzlements 


HEN a business executive discovers 

that one of his trusted officers or 
employees has embezzled some of the 
firms money, it creates a feeling of dis- 
tress and uneasiness. Sometimes the result 
is tragic for the employer as well as the 
dishonest employee. While there is 
nothing, except time, to replace the lost 
faith in human nature or the attendant 
distrust such a happening creates, every 
business executive should be familiar with 
the various forms of corporate fidelity 
bonds which are available to him. Their 
existence has saved many firms and corpo- 
rations from financial ruin. 

Bonding company records reveal that 
dishonest employee losses are on the in- 
rease both as to frequency and amount. 
They further show that many of the dis- 
honesty losses far exceed the amount of 
the fidelity bond carried on the dishonest 
employee. This fact indicates that the 
business executive has not taken into con- 
sideration an increase in the employee's 
responsibilities, or he has underestimated 
the possible amount of dishonesty loss 
which the employee might cause, in de- 
ciding upon the amount of fidelity bond 
to purchase. 

Before determining the amount and 
form of fidelity coverage to purchase, the 
employer should seek advice and recom- 
mendations from competent sources avail- 
able. First he should call in an insurance 
agent or broker and give him an outline 
of the financial setup of his organization, 
particularly the cash exposure, as well as 
the stock or merchandise. He should ex- 
plain the key positions ar d what authority 
each one carries. If the firm uses a C.P.A 
he should tell that C.P.A. of his desire to 
purchase adequate fidelity coverage and 
request advice as to the amount of cover- 

for the various employees. He should 
consult with any credit agency or 

nk from which his firm borrows money, 
get advice regarding proper coverage 
for the various loss hazards which exist 
After the business man has obtained the 
advice of C.P.A.’s, credit men, and his 
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own insurance agent or broker, he should 
be able to reach a sound decision as to 
the amount and coverage of fidelity bond 
he should purchase. 

Following are the forms available: 

Individual Bonds. At the time when 
corporate suretyship made its beginning, 
all fidelity bonds were individual in form. 
They were written for a specific employee 
in favor of a particular employer. They 
were written for a period of one year, 
and in the early days the coverage was 
generally limited to acts of larceny or 
embezzlement. Since then the individual 
bond has been considerably broadened in 
form and is still available to the business 
man. It is ideally suited for the employer 
who needs to bond only a few employees. 
The bond covers the individual employee 
in any position he may occupy and is not 
restricted as to location. 

Schedule Bond. This form is written 
in two types of bond: (1) The Name 
Schedule Bond permits the employer to 
cover a number of employees under one 
contract instead of having individual 
bonds for each employee. The persons to 
be bonded are identified by adding their 
names to the schedule. The names of new 
employees are added to the schedule as 
and when they are employed, and the 
names of the employees who leave are 
removed (2) The Position Schedule 
Bond provides protection against the dis- 
honest acts of employees occupying the 
positions listed for the amounts stipulated 
for each position. > 

Primary Commercial Blanket Bond. 
This is particularly well suited for large 
concerns having many employees. This 
form covers all officers and employees 
with the option of excluding certain clas- 
ses of employees if so desired. 

Blanket Position Bond. This is also a 
standard form and covers all employees; 
no schedule or list is required, and all 


new employees are automatically covere d. 
The bond provides separate coverage on 
each employee for a uniform amount, the 
net effect being the same as though a 
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bond was issued on each em- 

and all the bonds for a 

amount. Thus re per- 
i 1 for the full amount of the bond 
on each employee identified as participat- 
a collusive loss. In this respect, the 
Bond offers an advant- 
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parat« 
were 


Overy 1S 


Blanket 
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i 


; 


positrons excess 
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dishonesty but also protection for the loss 


inaen 


of money and securities, within the prem- 
actual destruction 
abstraction 


Ses, caused by the 


disappearance or wrongful 
thereof 

The employer may ilso purchase in the 
the loss of 


ties outside the premises 


same contract coverage for 
ney and s¢ 
the actual destru 

eful abstraction, while 


The 


in the same 


tion, disap- 


messenger 


the loss of securities in a 


posit box. He may also purchase 
e which practical 


forgery insuran 


1s today 


] 
npioyver ne 


Wal FLYNN. (¢ 


Mana t- November, 1949 


A Check List of Coverages for Corporate Insurance Buyers 


ls of the manuta 
lepending upon the 
operations. Gener 
ements 
l sur 


haz irds 


or insurance 
to divide the 


into 


age): 


The Management Review 





Interior robbery. (5) Paymaster robbery 
(6) Safe deposit box burglary and robbery 
(7) Mercantile open stock burglary. (8) 
Valuable papers. (9) Credit insurance. (10) 
Fidelity bonds. (11) Forgery. (12) Com- 
prehensive dishonesty, disappearance and 
destruction 

All the above forms of insurance repre- 
sent coverages which provide direct reim- 
bursement to the manufacturer for losses 
sustained, and, in which, with the ex- 
ception of fidelity and forgery, the extent 

of a loss may be reasonably evaluated. 
Group Two represents exposures in- 
volving third-party claimants. These are 
generally of a legal liability nature and 
the extent of a loss cannot, in most cases, 
be predetermined. The following lines of 
insurance may be included in this group: 
le liability and property dam- 
non-owne rship and hire i 
ars; aircraft liability and property dam 
age, premises and operations liability and 
property damage; elevator liability and prop 
1 actual liability and prop 


erty damage; contré 
erty damage; owners’ protective liability and 
liability and 


property damage; products 
workmen's compensation 
ompre hensive liability 


Motor vehi 


ag including 


property damage 
mployers’ liability 
policy. 


Group Three represents voluntary as 
sistance to others. These are principally of 
a social or humanitarian nature. The fol 
insurance may be con- 


group 


lowing forms of 


sidered as coming under this 


ife insurance: provides life insur- 
nployees for the bene 


Gr MP ai 
> on the 
1 


f their families 


lives of er 


Hospitalization surance: provides pay- 
ment of ho spital expenses for employees and 
members of their families 
group policy cover- 
against 


Air it Wve Pal: ur ance 
ing employees for specified amount 
the hazards of air travel 

Key man insurance, life: provides reim- 
bursement for financial loss resulting from 
the death of a key man in the business, and 
provides a reserve fund upon his retirement 
from the business 


Group Four provides the protection re- 
quired by the manufacturer to indemnify 
others. This is principally in the nature of 
surety bonds required to permit the manu- 
facturers to proceed under various regu- 
latory laws and in the performance of 
nents. Included in this 


specan 


I 
group are: 


agree! 


License and permit bonds: required in 

with specific laws and ordi- 

nances. They vary widely, depending upon 
itions of the manufacturer 

tract bonds: frequently required 

government to guarantee that the 

fulfill the conditions of 
supplies 

the Federal 

for import- 


onformity 


rer will 
or furnishing 
nd required by 
nt to meet regulations 
handise 
required by the Federal 
the performance of specific 
the payment of Federal Excise 
required by various courts of 
litigation 
Epwarps. The Casu- 
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The Spring Insurance Conference of the American Manage- 


ment Association will be held on Monday, 


24, at the Hotel Statler, New York City. 
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SURVEY OF BOOKS FOR EXECUTIVES 


HSMN HOUTA INRPENT A HN PUL 


VITALIZING THE FOREMAN’S ROLE IN MAN basic assumption on the part of the top ex 
AGEMENT. By Glenn Gardiner and Robert ecutive will, it is pointed out, nullify at once 

L. Gardiner. McGraw-Hill Book Company all his good intentions and gilt-edged reports 
Inc., New York, 1949. 274 pages. $3.50 to the Board of Directors, concerning the so- 
called complete unity of his management 


ewed by Harry I 
team 
and son team in industry, which An undertone throughout the idea-packed 
lays. | a counterpart chapters of the book is that of “practicing what 
It is our good fortune is preached,” up and down, as well as across 


print. In this volume, all lines of management. The soundness (or 

Robert, demonstrate should we say, common sense?) of this ap 
role in manage- proach is not always recognized by those in top 
a practical and authority. Too often the physical distances 


mmpanies. Theirs is between levels of supervision widen as if the 


ind workable approach to the actual factory floor were viewed through the 


ission. At the outset, the au- wrong end of a telescope. It is easy to forget 
reader with their theory of the that foremen are the “levelers of theory” by 
industrial scene means of their own nearness to the workforce 


of the and that they alone ‘‘validate in actual practic 
the effectiveness of management's policies.” In 
the chapter on the foreman’s part in policy 


executive making, the authors contend that “Foremen ar: 


» his man- victims of policy in inverse ratio to the degree 


Of 
tool” can con of their participation in policy-making 
the acomp 
xamining thes¢ convince top management that foremen should 


list The purpose of the book, however, is not to 
ver things he be part of management but “to describe the 
including actual practices and programs of a number of 
force for ympanies in which the recognition of the fore 

iple that mans importance in management 1s manifest 
ed Each factor which prevents a company 


from developing a activating an effective 
pr i tail. Then an anti 


trated by accounts of 
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lied in tl prepara 
x ample the old saw 


und here 


gran 
ping foremen 


tioning con 
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rogatives. The attempts of most companies to 
clear the atmosphere in this area have always 
been feeble. The Gardiners nevertheless, give 
proof that it can be done and has been done. 

The authors not added just another 
publication to the long list of management aids 
for vitalizing the foreman’s role; they have 
developed a body of fact for the guidance of 
those who wish to practice what they preach— 
or would like to achieve with their own man- 
agement team. Every factor discussed could be 
applied 
foreman on up 


have 


to each level of supervision from the 
or the president on down 

Every top executive or anyone in the organ- 
ization responsible for building teamwork would 
profit by a careful study of the principles, 
factors, and sequence evolved by these two 
hard-hitting, practical “theorists.” 


By Thomas Willard 
New 


INDUSTRIAL PSYCHOLOGY 
Harrell. Rinehart and Company, In 
York, 1949. 462 pages. $4.25 


Reviewed by Charles A. Drake 

Around the concept that “Human Relations 
the most important industrial 
psychology at the present time in the United 
States’’ (p. 265), the author has organized his 
college text for the one-sen 
trial psychology. The conventional 16-chapter 
arrangement is followed 


are phase of 


ester course in indus- 


In the author's words (Preface, p. vii): 
“The basic assumption of this book is that the 
chief contribution psychology can make in 
industry is to analyze the problem of labor- 
management cooperation and to develop tech- 
niques which will facilitate such cooperation.” 
This cooperation is to be effected by taking 
into account the data in three general areas 
Individual Differences, Human 


and Human Relations 


Engineering 


The exposition is generally well documented 
the re literature. In a 
antiquated references are used to support dubi- 
For example, the 

urnover 


from ent few instances 


trivial statements 
statement “A 
that the 
ployees’ quitting ir 
six metal-trades establishments was dissatisfac- 


ous or 


study of labor showed 


given for 


most reason em- 


fre quent 


a department store and in 


tion with pay” is supported by a 1922 reference 
surprising to the 
paucity of references to materials in PERSONNEI 
and to the and Production Series 
publications of t an Management As- 


Somewhat reviewer is the 


Personnel 


he Ameri 
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sociation—sources which often have better and 
more recent documentation standing than a 
number of the references used. 

The author has gone far beyond the factual 
data of psychology to draw from the fields of 
anthropology, physiology, economics, and so- 
ciology and often takes the lofty view of the 
philosopher in attempting to synthesize a sys- 
tem consistent with his concept of the job of 
the industrial psychologist. As philosopher, the 
properly demand that industrial 

what he per- 
As scientist, he 
has organized his materials in an effort to meet 
that need. 


author may 


psychology be oriented toward 
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has r the increasing impact of the 
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foresee 
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matured unde 
welfare state theory and 
wisely preparing 
areers as agents who will mediate with 
ernment sanction 
within and between management and 
The parallel with the ‘public straightener” of 
Butler's obvious, 

but the prospect is not humorous 


Many 


denhinition 


Samuel satire ““Erewhon”’ is 


readers will conclude that the author's 
Industrial Psychology is the 
of human a 


study 
civiliza- 
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justrial 


tuvities in an in 
tion” is too broad to be organized into a single 


basis 


would seem 


science and to have its findings form th 
of a single art or profession. There 

ample opportunity, from a consideration 
of the material presented in this book, for the 
development of a science and an art of indus- 
trial 


the area 


and of industrial physiology in 
Onc 
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of industrial management has 


only to note the proliferation of sciences and 
arts now involved in petroleum exploration to 
admit the possibility of the foregoing 
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No 
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The discussion of 
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THE WHISTLE Blows. By Jack Petrill 


Frederick Press, New York, 1949 


Skillman* 


Whistle Biou 


liscusses the organ 
financing, and operation of an 


f indus 

reation program for the small and the 
large company and for 
more firms. Many of the seldom anticipated 


erational difficulties are analyzed 


a combination of two or 


and solu 


ns offered. The book outlines the recreational 
available for many types of industry 
various locations. Particular stress is placed 


he author on the n 


essity for a properly 
trained recreational director and staff. The 
er on Organization points out many pit 
and the advantages in planning a progran 
The emphasis on athletic activities is parti 


larly noticeable becau ‘f the book's scant at 
tention to social, cultural, and outing activities 

Viewed as a text on the philosophy of re 
reation, Mr. Petrill’s book is an excellen 
As a handbook for operation, however 
somewhat lacking in modern pt 
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NEMA Salaried Job Rating Plan for Clerical, 
Supervisory and Technical Positions 
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SIN E the National Electrical Manufacturers Association first published its job rating 


bs in 1937, the evaluation of factory jobs by a point rating 
pted practice. Recently, after more than two years of 
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NEMA salaried job rating plan for cl al 
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Practical answers to the question— 


“What are the best personnel forms | can use?” 


HANDBOOK OF PERSONNEL FORMS 
AND RECORDS 


requisitions for personnel 
job applications 
interview records 
eferences 
medical data 
induction of new employees 
patent rights of employees 


payroll notifications 


suggestion 


| \planations 
show thr peut 
onnel if 


under t eh 


tivity 


evaluation 
attendance and absence 
manpower inventory 
merit rating 
training 

sup msurance 

employee discipline 
ecords 


grievance 


systems 
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